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IRREGULARITIES IN VETERANS’ ADMINISTRATION 
LOAN GUARANTY PROGRAM IN CALIFORNIA 


MONDAY, SEPTEMBER 12, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON HovusING OF THE 
CoMMITTEE ON VETERANS’ AFFAIRS, 
Redding, Calif. 

The subcommittee met at 10 a. m., pursuant to call, in the city hall, 
Hon. Ed Edmondson (chairman of the subcommittee) presiding. 

Present: Representatives Edmondson and Weaver. 

Present also: Representatives Engle and Sisk; Oliver E. Meadows, 
staff director; and J. Buford Jenkins, consultant on housing. 

Mr. Epmonpson. The Subcommittee on Housing of the Committee 
on Veterans’ Affairs will come to order. 

We will start by calling the roll, if the staff director will take care 
of that for us. 

Starr Direcror. Mr. Edmondson ? 

Mr. Epmonpson. Here. 

Starr Dmecror. Mr. Shuford? [No response. | 

Mr. Christopher? [No response. | 

Mr. Ayres? [No intatiiond 

Mr. Weaver? 

Mr. Weaver. Here. 

bane Drrecror. The record will show that Mr. Sisk and Mr. Engle 

» also present. 

a Epmonpson. The reporter will record the arrivals and the de- 
partures of Members of Congress throughout the proceeding of these 
hearings. 

I would like to say at the outset that we are all very happy to be 
in the home district of a very good friend of mine and I think one of 
the outstanding Members of the House of Representatives, Congress- 
man Clair Engle. 

I really do not know of a Member of the House of Representatives 
who has established a more outstanding record for bringing home 
the bacon to his home district. and energetically pursuing the best 
interests of his district than my good friend, Clair. 

It is also a pleasure to have with us here today Congressman Bernard 
Sisk, of California, who has established an outst: inding record in the 
House in his first term as a Member of the House of Represent itives. 

The purpose of this hearing is not to throw rocks in anybody’s direc- 
tion or to put anybody on the spot that is not already on a spot. The 
purpose is to determine facts. This is a factfinding committee of the 
House of Representatives. And this hearing is held pursuant to the 
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authority granted by section 722 of the Rules of the House of Repre- 
sentatives, as specifically authorized by House Resolution 63, approved 
by the House of Representativ es February 2, 1955. A copy of House 
Resolution 63 will be inserted in the record at this point. 

(The material referred to follows :) 


[H. Res. 63, 84th Cong., 1st sess.] 
RESOLUTION 


Resolved, That the Committee on Veterans’ Affairs, acting as a whole or by 
subcommittee, is authorized and directed to conduct a full and complete investi- 
gation and study of the following programs of benefits for veterans and their 
dependents and survivors: 

(1) The programs of compensation and pension ; 

(2) The programs of hospitalization, domiciliary care, medical and dental 
care and treatment, and furnishing of prosthetic appliances ; 

(3) The insurance and indemnity programs ; 

(4) The housing and business loan programs, and the program of furnish- 
ing assistance for the acquisition of specially adapted housing ; 

(5) The programs of education and training (including vocational re- 
habilitation) ; 

(6) The furnishing of burial allowances; and 

(7) The furnishing of unemployment compensation under the Veterans’ 
Readjustment Assistance Act of 1952; with a view to determining whether 
or not such programs are being conducted economically, efficiently, in the 
best interests of the Government and the beneficiaries of such programs, and 
in such a manner as to avoid the misuse of Government funds; whether or 
not such programs adequately serve the needs and protect the welfare of 
the beneficiaries of such programs; and whether changes in the law or in 
the administration and operation of the programs either will lead to greater 
efficiency and economy or will make such programs more adequately serve 
the needs of the beneficiaries of such programs. The committee shall not 
undertake any investigation of any matter which is under investigation by 
another committee of the House. 

The committee shall report to the House (or to the Clerk of the House if the 
House is not in session), as soon as practicable during the present Congress, the 
results of its investigation and study, together with such recommendations for 
legislation as it deems advisable. 

For the purposes of this resolution the committee or any subcommittee thereof, 
is authorized to sit and act during the present Congress at such times and places 
within the United States, its Territories and possessions, whether or not the 
House is in session, has recessed, or has adjourned, to hold such hearings, to 
require the attendance of such witnesses and the production of such records, 
documents, and papers, to administer oaths, and to take such testimony as it 
deems necessary. Subpenas may be issued under the signature of the chairman 
of the committee, or by any member designated by such chairman, and may be 
served by any person designated by such chairman or member. 


Mr. Epmonpson. The matter under consideration here this morn- 
ing relates particularly to certain deficiencies in construction or in 
the violation of the plans and specifications and the Veterans’ Admin- 
istration minimum property requirements in the construction of 
homes purchased by veterans, and on which the loans were guaran- 
teed or insured by the Veterans’ Administration. 

However, the hearing is by no means confined to this particular 
subject matter. If anyone has information relating to violation of 
any particular law regarding the GI home-loan program, the GI 
housing program, or any deficiency of that program, or any comment 
he wishes to make regarding the entire program as it is established 
by law, we would be very pleased to have those comments and that 
testimony. And I think before we do proceed to hear the first wit- 


ness, I would like to ask Congressman Engle if he would care to make 
any remarks for the record. 
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Mr. Enere. Thank you very much, Mr. Chairman. 

I appreciate the very kind remarks of the chairman with reference 
to me, and I want to say that his good opinion is heartily and sin- 
cerely reciprocated not only with reference to himself but the other 
members of this subcommittee, which I am very glad to welcome here 
in the Second Congressional District. 

I am not going to speak with reference to the matter before the 
committee, but defer, if the chairman will permit, any comments that 
I would desire to make until the proceedings are further along, and 
perhaps from time to time ask the privilege of the Chair of making 
a comment or submitting a question; realizing, of course, that that is 
done with only the consent of the committee, because I am not a 
member of this subcommittee. But I would prefer to defer to the 
witnesses who are here to testify with reference to the housing prob- 
lems, with reference to the Veterans’ Administration here in northern 
California. 

And just with that preliminary statement, if it is permissible, I 
would like to reserve my comments, and I again thank you, Mr. Chair- 
man, and the other members of this committee who have traveled so far 
to be here. 

Mr. Epmonpson. If there is no objection, both you and Mr. Sisk, 
Congressman Engle, will feel free to come in with questions or com- 
ment at any time that you wish in the course of the hearing. 

Now, Congressman Sisk is also a member of the Veterans’ Affairs 
Committee. He is not affiliated with this particular subcommittee. 

We would be very pleased to have any remarks which you would 
like to make, either as a Californian or as a member of the Veterans’ 
Affairs Committee, at this time. 

Mr. Sisk. Well, Mr. Chairman, I would like at this time certainly 
to welcome yourself and Congressman Weaver to California, as well 
as members of the staff, along with my colleague, Congressman Engle, 
and I do appreciate very much the fact that you and C ongressman 
Weaver have made this long trip to come out here and to sit in these 
hearings which are being held in California, and which we hope will 
be helpful to the overall veterans’ housing program. And I appre- 
ciate very much, by the way, the comments that you have made; and 
knowing the job that you are doing in the House, I can certainly 
return that compliment. 

Mr. Epmonpson. Now, we have a Republican Member of the House 
of Representatives present today, and I would like to make the further 
comment that it has been my experience in the Veterans’ Affairs Com- 
mittee that the committee work is conducted completely without 

regard to party affiliation or politics. And I am certainly very 
pleased that Congressman Phil Weaver, of Nebraska, could be with us 
today. 

And would you care to make any remarks for the record at this 
point ? 

Mr. Weaver. Thank you, Mr. Chairman. 

Naturally, I am very pleased to be in the great State of California, 
which is very ably represented from this district by my good friend, 
Clair Engle. It is nice to be here and participate in these proceedings. 

Mr. Epmonpson. At this point, in order to complete the introduc- 
tions of the people who are participating in this hearing, I would like 
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for those who are in the committee room this morning to know that 
Oliver Meadows, who is on my immediate right, is the staff director 
of the Veterans’ Affairs Committee in Washington, and Buford 
Jenkins, who is on his right, is the consultant on housing of the Vet- 
erans’ Affairs Committee. Our reporter here this morning is Mr. 
Kelley, and he has also traveled from Washington for the purpose of 
taking the notes in four hearings which will be conducted in this 
State during this week. 

At this point I would like to ask that the staff proceed with the 
calling of the witnesses and any statement that they would like to 
make preliminary to calling the first witness. 

Srarr Drrecror. The first witness will be Mr. R. H. David and those 
individuals who accompany him. 

These, generally, Mr. Chairman, are representative individuals from 
the homeowners in the project known as Layton Oaks. 

Mr. David, will you come up here? You can bring your friends 
with you, if you like. 

Mr. Epmonpson. Would each witness now, as he addresses the com- 
mittee, give his name and his home address, if he will, please, for 
the committee records? 


STATEMENTS OF ROBERT DAVID, LAYTON OAKS SUBDIVISION, 
ENTERPRISE, CALIF., ACCOMPANIED BY CLEON HENDRICKS, 
LAYTON OAKS, AND BERTRAND J. YOUNG, LAYTON OAKS 


Mr. Davin. My name is Robert David. I live at 1117 Layton Road 
in the Layton Oaks subdivision in Enterprise, Calif. 

Mr. Henpricxs. My name is Cleon Hendricks; I reside at 1000 
Third Street, Layton Oaks. 

Mr. Youna. My name is is Bertrand J. Young. I live at 1101 Fifth 
Street, Layton Oaks. 

Mr. Epmonpson. Mr. David, you just relax and give us the facts 
that you want to concerning this, as you wish to present them to the 
committee. 

Srarr Direcror. Before you start, would you identify two connec- 
tions which I understand you have? That is, I believe there is some 
sort of a homeowners association in Layton Oaks, and you have some 
connection with that. Also, I believe we had correspondence from 
you as an officer in one of the veteran organizations. Would you 
identify yourself in connection with those two organizations before 
you start? And then I believe it would be helpful if you would give 
us a brief chronology as you understand it of your getting into a real 
estate transaction at Layton Oaks and follow on through to the pres- 
ent date. 

Mr. Davin. Yes, sir. 

Honorable Members of Congress, I am, it is true, the past com- 
mander of the Enterprise American Legion, but before that I was 
elected to the chairmanship of a nebulous organization known as Lay- 
ton Oaks Home Owners Association. 

The onset of this was about 3 years ago. And because it has been 
3 years ago, I will attempt to be brief at this time. 

The homeowners of Layton Oaks, the people who purchased from 
the contractor, Beresa, had various and sundry complaints. These 
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complaints were readily forthcoming to the contractor from the home- 
owner. 

The homeowners have found, after an interminable period, that the 
contractor either did not intend to correct or for some reason over- 
looked these complaints; and in so doing caused the veteran, in order 
to gain any kind of consideration, to go to higher authority, namely, 
to the Veterans’ Administration and finally to Congress. 

The fact that this has drawn on for such a great amount of time, I 
do not feel is due to the veteran homeowner, but rather to the lack 
of response of the contractor. Anything that has drawn on over a 
period of time—shall we say, too much emphasis becomes no emphasis. 
And after a while the average homeowner felt that he was banging 
his head against a very large and solid stone wall. It began to appear 
as though ‘nothing would ever be done. 

We do not feel that our demands are a bit unreasonable. We wish 
only one thing, and that is to have these homes corrected to meet the 
minimum requirements of the Veterans’ Administration, to be as they 
should have automatically been after they had been approved by the 
Veterans’ Administration. 

There is a saying, under the commercial practice, “ caveat emptor,” 
“Let the buyer beware.” When dealing with a contractor on your 
own right, you must first look and then decide. 

Unfortunately, we veterans are not contractors. We do not know 
what constitutes a real good house and what constitutes a real bad 
house. 

Therefore, we feel that when a home is advertised, and the implica- 
tion is that it is completely veteran-approved, it will correspond with 
the rules and regulations set forth by the Veterans’ Administration. 

I would like to read a few of the complaints by some of the home- 
owners. I will start out with the residents of R. R Carter, 1105 A 
Street, Layton Oaks. This, gentlemen, I feel will be a representative 
group ‘of complaints which have not been satisfied by the builder, or if 
they have been corrected by the builder have not been entirely sat isfac- 
tory. In some cases, the corrections have been sufficient. 

The driveway in this particular case : 

1. The slope was set so that we could never use the driveway. This we repaired 
ourselves. 

2. The redwood sill on the foundation was rotted out badly. It was partially 
repaired by Beresa by inserting a strip on the side of the house over the top of 
the rotted wood. 

3. Posts at walkway at side of house: Split and crack filler that was used 
when house was built had fallen out, leaving an unsightly mess. This has not 
been repaired. 

4. Sag in roof: This is still noticeable even after bracing was placed in attic 
by Beresa. Bracing is of inferior workmanship. 

Mr. Epmonpson. Mr. David, could I interrupt for just a minute, 
now ¢ 

Mr. Davi. Yes, sir. 

Mr. Epmonpson. How old is that particular house you are describ- 
ing now? 

Mr. Davi. About 3 years old. And I might point out also that 
these are not new complaints. These are not complaints that have 
arisen after 3 years. These are complaints that arose within the first 
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year and have been held on the books, so to speak, for the succeeding 2 
years. |Reading:| 


5. Paint in general on outside of house: Very bad condition, very streaked, 
green paint showing through gray paint. We were promised a complete paint 
job if we would accept the house as it was at the time we were ready to move 
into it. This has never been done. 

6. Foundation left in very rough finish. Very crude. This repaired only 
above area of front porch. This repair by Beresa. 

7. Front door: Very poor fit, outside paint deplorable. We weather stripped 
the door to shut out some weather and the daylight. This door still not repaired. 

8. Windows in general need reputtying. Part of putty has fallen out, and 
window frames are very rusted. This has never been repaired. 

9. Hardwood floors in living and dining rooms of very poor workmanship. 
Floors are beginning to split in various places. This not repaired. 

10. Nails in various parts of house are pushing through plaster. This not 
repaired. 

11. Bathroom fixtures: None of them match in color. Four different shades. 
This not corrected. 

12. Bathroom tile: All in varying shades—not replaced. Workmanship very 
poor. 

13. Bathroom door: One and one-half inch gap under door—not repaired. 

14. Hinges on bathroom door on upside down. This repaired by ourselves. 

15. Washbashin slipped from wall in bathroom. Plumbing under basin broke 
twice, once flooding bathroom and letting basin slip from wall. Repaired by 
Beresa. 

16. Kitchen floor tile broken, chipped, faded. Beresa agreed to replace 5 or 6 
of the worst tile, but could not guarantee new tile to match old tile. Services 
were refused. 

17. Kitchen drainboard leaks. Also leaks around the rim of the sink. This 
repaired by Beresa, but still leaks and is very unsatisfactory in workmanship. 

18. Kitchen cabinets pulled loose from walls. Some cracks one-fourth-inch 
wide. These filled ourselves before painting the kitchen. 

19. Faucet in kitchen broke, flooded kitchen. Repaired by Beresa. 

20. Kitchen supports under floor not sufficient. Repaired by Beresa. 


And there is an indication here that there are some check marks 
on this list, and— 


repairs checked in red repaired or partially repaired by Beresa, even though 
some of these repairs are still unsatisfactory. 


And it is signed by Robert R. and Yvonne Carter. 


Here is one from James A. Bright, 1113 Layton Road, Redding, 
Calif. : 


1. Driveway no good. 

2. Bad shingles. 

3. Post at side of house split. 

Awful paint job on outside of house. Had to repaint ourselves 

Front and back doors fitted incorrectly. 

Glass scratched in windows. 

‘7. Front room floor very bad, boards cracked, filler coming out. Repairman 
said this was due to bad subfloor. 


orp ¢ 


As to No. 7, that was repaired but, in their estimation, is still 
unsatisfactory. 


8. Rusty nailheads showing throughout the house. Poor finish inside house. 
We refinished and painted. 

9. Cracks all over outside of house. 

10. Tile is 34 inches high above bath. 

11. Crack between cabinets and ceiling in kitchen. 

12. Kitchen sink poorly installed. This was repaired; sink still leaks. Pipes 
plugged several times since sink was repaired. 
5. Sagging floors in kitchen and dining room. Swinging door to kitchen 
would not swing. We had to remove the door. 
14. Roof sagged; bracing was put in roof. 


————— ee 
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This is from 1101 C Street and is a Mrs. Solberg: 


1. Post holding up garage roof split in half all the way up. 
2. Kitchen sink chipped or fell off in a spot from hot water (only). 
3. Beresa kept two houses. One is on the corner of Fourth and © Streets. 
They have put in no lawns, no shrubs. The tree is almost dead and the weeds 
from the front yard blow in all the neighbor’s yards. Mrs. Bechtel, Ted’s 
mother, has lived in for almost a year. It is an eyesore to the tract and affects 
our property values and resale value. Beresa built this tract but cares nothing 
about the house they retained. They should be required to fix that yard or sell 
that house, as it’s a detriment to the tract. 
4. Kitchen subfloor was not nailed down with cement-coated nails, so it 
popped up into the asphalt tile. 
5. Asphalt tile, by subcontractor, was not put down correctly, and neither 
. the correct type or sufficient amount of glue was used. Due to the improperly 
nailed subfloor and the improperly glued asphalt tile, the tiles rose, cracked, 
broke in bits, et cetera. 
A footnote under this says: 
Reported this to Beresa, but they failed to fix the above. It has been fixed 
by our insurance company as a result of a small fire in kitchen stove. 
6. Windows need reputtying. Window frames are rusted. Never been 
repaired. 
7. Driveway very poor. We had to fix it ourselves. 
8. Paint on outside poor. We had to try to paint it ourselves. 
And, as I said, this is from 1101 C Street, Mrs. Virginia Solberg. 
This is from 1000 Third Street, Layton Oaks, Redding, Calif. : 
Complaints against the builder: 
1. Partition between living room and front bedroom is pulling loose from 
main wall. 
2. Roof is sagging. 
3. Foundation settling, causing stucco finish on outside to chip and crack. 
Mr. Epmonpson. Mr. David, may I interrupt again now? Are 
all of these houses of approximately the same age? All of them about 
3 years old? 
Mr. Davin. Yes, sir. And these lists are current lists containing 
complaints which are in some cases as old as the houses. 
Mr. EpmMonpson. But there are no houses that you have named that 
are older than about 3 years? 
Mr. Davip. That is the approximate age of all the houses. 
Mr. Youne. Excuse me. I believe they are all less than 3 years. 
Mr. Davin (reading) : 
4. Roofing coming loose. 
5. Concrete driveway cracking and settling. 
6. No retaining wall to hold property adjoining on Third Street. 
7. Very poor drainage. Property (house) is between 4 and 5 feet lower 
than property on Third Street and approximately 2 to 3 feet lower than property 
on Bechelli Lane. 
8. Water under house 10 months out of year approximately 4 inches deep. 
Other 2 months just wet. 
9. Property adjoining on Bechelli Lane has sewage dumping into gutter. 
10. No plaster on inside walls. 
And this is signed by Mr. Cleon C. Hendricks. 
My own complaints: 
The eave-support posts are cracked and warped. 
There is a hole in the foundation. I have a hole running right 
through my foundation that allows the water to come in during the 
winter months. 
Leak in garage roof during hard rain. 
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Windows scratched. Some of these windows have been repaired. 
Others are still in there. 

The steel window sash is rusting through the paint, and the 
dining-room floor sags. The boards squeak throughout the living- 
room floor. 

There are cracks in the corner joints throughout the house. There 
are nailheads pushing through the plaster in all the rooms. 

The front door never sealed off and was not painted on the top or 
the bottom, and the result of drag on the bottom of the door caused 
by the expansion of the sill in wet weather caused it to peel the outer 
veneer off. There were large numbers of tree stumps in the back 
yard, cut off and covered over. 

The area over the septic tanks has never sustained lawn. It re- 
mains a dry patch continually and will not grow any lawn. 

The kitchen floor sagged. This has been repaired. It has received 
bracing. 

‘The sag in the roof has been repaired. 

The kitchen sink leaked, and when the repairman fixed it he broke 
three tiles. It has not been fixed. He promised to come back and 
replace these tiles, and we have never seen him since. 

The drain has been plugged since this repairing. We have taken 
large gobs of cement or plaster or whatever we used out of the drain- 
ing in an effort to clear it. 

The cupboards and the molding around the kitchen shrank or 
pulled away and left a large gap. This was filled with putty by 
someone employed by the contractor, and painted over. The result- 
ing expansion of the oils from the putty caused it to tighten up again, 
and it left a nice ridge of putty sticking up. 

The kitchen-floor tile is cracked and warped, and this has not been 
repaired. There is unmatched tile in the bathroom, and the tile over 
the bath is only 34 inches high above the bathtub. This we under- 
stand is not correct. 

That is a résumé of some of the complaints. 

The average homeowner in Layton Oaks is so disgusted with the 
procrastination and the length of time the contractor has taken to 
effect any compliance, that he no longer cares to bother with it. I feel 
much the same way myself. I have put time and effort into an at- 
tempt to see that the homeowners in Layton Oaks were satisfied. And 
I hope that this will be the last hearing or association that we have 
to have with the builder. 

This is merely a representative group. The facts speak for them- 
selves. They are in complete evidence. They are open for anyone’s 
inspection by merely going out to the houses. 

The attitude of the people will speak for itself. And it is not 
necessarily an attitude only of myself or of the group that is here. 

Srarr Director. How big is Layton Oaks? ° 

Mr. Davin. Layton Oaks is a subdivision of about 160 homes. 

Srarr Direcror. What is the price range of the houses ? 

Mr. Davin. The price range of the houses is around $10,200. 

Srarr Director. What was the method of purchase? Did you buy 
an existing house, or did you purchase a house to be constructed ¢ 

Mr. Davw. We purchased a house to be constructed, first observing 
the model home. 
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Starr Dreecror. And then you signed a contract to purchase ¢ 

Mr. Davin. We signed an agreement to purchase and paid our $50 
down. 

At this point I would like to interject something else. I was quite 
interested in the construction of the houses. I know practically noth- 
ing about houses, but I nevertheless wanted to look through. It was 
my new home, and I felt, “I am going to see what it is like.” There 
were certain things that even to my layman’s eye didn’t look particu- 
larly right; and I was told that it was not my property yet. “Please 
remove yourself from the premises and do not come back.” 

And this privilege I did not enjoy alone. There were others that 
were told the same thing. — 

Srarr Dmecror. In other words, they were told that they would 
not be permitted to look at the houses that they had constructed 
during the period of construction ? 

Mr. Davmw. During the period of construction, that is right. 

Srarr Director. Who told you this? 

Mr. Davm. I couldn’t state a name, sir, because I am not that fa- 
miliar with the construction agents. 

Srarr Drrecror. Someone right there on the job when you walked 
on the job? | 

Mr. Davi. Someone right on the job. 

Starr Director. And did you stay away ? 

Mr. Davin. What else could I do? 

Starr Drrecror. Then after you occupied the house, what was the 
general pattern in the subdivision, after you occupied it and the other 
people in the project occupied the houses? Did you immediately 
go to the builder with complaints along the lines you have described ? 

Mr. Davin. Yes, sir. This, of course, I later found out. Because 
at first I was interested only in my individual problem. And we 
pointed out the things that we felt were wrong, and the builder as- 
sured us that these things would be corrected in due time; due time, 
I assume, being close to 3 years from that date. The people that I 
have talked to since that time ran up against the same problem, that 
there were promises but no compliance or no attempt to remedy these 
things. 

Mr. Epmonpson. Do the other two gentlemen with you have state- 
ments to make, too? 

Why don’t we let them each make their statement, and then the 
committee staff will question them individually. 

Mr. Henpricxs. Mr. Chairman, Members of Congress, my state- 
ment has been pretty well covered already by Mr. David. There are 
a few facts I would like to state. 

I purchased the model home in Layton Oaks. It was the one that 
was used for a model and was on display. 

Mr. Epmonpson. At what address was that? 

Mr. Henpricks. That is 1000 Third Street. 

Now, there were several benefits that I realized from that, but they 
were realized in lieu of a bonus. My employer was affiliated with 
the contractors at that time, and in lieu of a bonus I was sold the 
model home. It had the shrubbery in and the lawn in and various 
items such as that. 

However, the drainage is very poor. It is 3 to 4 feet, or maybe 5 
feet, lower than the property adjoining on Third Street and about 3 
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feet on the property on Bechelli Lane. At Midway, it is approxi- 
mately a foot to 18 inches lower than the roadway on Third Street. 

Consequently, I have a water problem there that exists year round; 
with about 4 inches of water standing idle under the house, it makes i 
a stagnant pool for about 10 months out of the year. 

The contractor installed a dra rinage tile. It is not too adequate. 
It carries off a part of it, but not all of it. 

Around my house, especially during the winter months, it is impossi- 
ble even to mow the lawn. 

The house next door, from the leaching lines, has raw sewage dis- 
charging into the gutter on Bechelli Lane. 

Now, I have contacted the State health department and the county 
health ‘department. I also contacted Mr. Sarles, the loan guar inty 
officer in San Francisco, who came to my house a year ago last spring, 
and Mr. Bechtel was with him. At that time there was discussed 
the proper method of disposing of the water, and the last I heard 
from Mr. Sarles was to not allow the contractor to do anything until 
I heard from him. 

And I have never heard from him to this date. 

Mr. Weaver. Mr. Chairman, if I could ask a question: How long 
was this model home constructed before you purchased it ? 

Mr. Henpricks. Oh, it must have been there several months. I 
couldn’t say definitely the correct amount of time. 

Mr. Weaver. Did you inspect it before you purchased it? 

Mr. Henpricks. No; we went through it, was about all. As far 
as a rigid inspection; no. 

So that is my main problem, getting that particular situation taken 
care of. However, there is the list of other items there, such as the 
front door not fitting and the roofing coming loose on the roof, the 
foundation settling, and the floors settling. 

Now, Beresa sent some men in to put some more supports under- 
neath the floor, and when they tried to get under the house they 
couldn’t do so because of water. And they said they would be back, 
but they have never been back. 

Now, I have made quite an effort to get the situation taken care of. 
However, they came over—I mean Beresa—and they submitted a era 
for digging a trench across my property and making a drainage. 

And this is the plan that Mr. Sarles told me not to let them put in 
until I heard from him. 

Mr. EpmMonvson. Do you want to continue with your statement, sir? 

Mr. Youne. Mr. Chairman, honorable Members of Congress, I just 
have a few words to say in regard to the house that I live in, 1101 Fifth 
Street. 

One of the worst things of my house is in the kitchen, the asphalt 
tile. It is chipped and ‘cracked, and the floors became very uneven. 
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Beresa agreed to replace some of the most defective tile. They re- 
placed them, but they do not match at all in color. | 
We complained again, and they agreed to replace some more, but ; 
could not guarantee matching the color. So we refused their offer. ) 
I had a very difficult time ‘with the wood trim on the front of my 
house. About 3 weeks after we moved in, the paint started to blister. 


It was very bad. We complained. They came over right away and 
repainted it. And it blistered again. This occurred ‘about 6 or 7 
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times. And every time that they painted it, it became worse. So I 
requested that they either replace the defective boards, the trim, or 
put some kind of covering over it. They refused to do this. 

I talked to Mr. Bechtel personally about it, and he said that all 
they would do would be to give me some wood shingles to place over 
them unstained. I agreed to put them on myself, but I would have 
to sign a paper relieving them of all further responsibility, and I 
would not be able to make any more complaints. I refused their offer. 

The rest of my complaints are more or less in line with what Mr. 
David has told you. 

Mr. Jenkins. Mr. Young, may I ask you a few questions, there, so 
that the committee can get a little further picture of it? You men- 
tioned your asphalt tile, but. let’s go into a little further detail on 
that, so that they will get a clear picture on it. The base of your tile 
is a dark brown modeled asphalt type, isn’t it? 

Mr. Youna. Yes. 

Mr. Jenkins. Isn’t it a fact that they patched it with several pieces 
of light cream modeled 4 

Mr. Youne. That is right. 

Mr. JENKINS Not even close to the pattern ¢ 

Mr. Youne. It doesn’t match at all. It is very bad. 

Mr. Jenkins. So it looks like a checkerboard ¢ 

Mr. Youne. That is right. 

Mr. Jenkins. You mentioned about your kitchen sink. 

Did you tell the committee that it still leaks? 

Mr. Young. It still leaks. Beresa came in and attempted to repair 
it, but it still leaks water. 

Mr. Jenxins. What about your baseboard, Mr. Young? None of 
the others mentioned about the baseboard. What size baseboard do 
you have in your house? That is the strip that runs right around the 
floor ¢ 

Mr. Youne. I would say it is 3 tnches or so, or 4 inches. 

Mr. Jenkins Is it all of 4 inches. 

Mr. Youna. I couldn't say. I have never measured it. 

Mr. Jenkins. Do you know the different types of baseboards? Do 
you know a bullnose from a square edge / 

Mr. Youne. No. 

Mr. Daviv. Might I answer that? The measurement of that strip 
around the rooms is 234 inches. 

Mr. Jenkins. Is that square like a regular piece of lumber, or does 
it have a nice curved top 4 

Mr. Davin. As far as I can recall, it is square. 

Mr. Jenkins. Mr. David and Mr. Young, the specifications call for 
a bullnosed baseboard of seven-sixteenths of an inch thick and 4 inches 
high, a nice piece of milled lumber. Do you think you have that in 
any of your houses ¢ 

Mr. Davin. I wouldn't say so. 

Mr. Youna. I don’t think so. 

Mr. JENKINS. Also, aren’t you having trouble in your house with 
your stool in your bathroom ? 

Mr. Youne. Yes; the stool wiggles, and it also leaks water at the 
base. They attempted to repair this, but it wasn’t successful. 

Mr. Jenkins. Water still comes out and stains the floor? 

Mr. Youne. Yes. 
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Mr. Jenxtns. What about the putty in your windows, Mr. Young? 

Mr. Younc. Well, I had quite a time with that. The front of the 
house faces the south, where most of the storms come from in winter, 
and the first winter we were in there the water leaked through the 
windows down onto the window sill and onto the floor. I asked them 
to replace the putty, which they refused to do. So at my own time 
and expense, I chipped out all the old putty and put in a metal-sash 
putty myself, and since then I have had no leaks whatsoever. 

Mr. Jenxins. Mr. Young, do you know what kind of putty that 
was that you took out ? 

Mr. Younc. It was a very hard, brittle putty, and it was cracked in 
many places. 

Mr. Jenkins. In other words, it had set up and become firm. 

Mr. Youne. Yes. 

Mr. Jenkins. Now, this putty you bought; did you understand that 
this metal sash was always supposed to stay just a little bit soft? 

Mr. Youn. That is right. 

Mr. Jenkins. And this putty you put in is, isn’t it 4 

Mr. YounG. Yes; it is just a little bit pliable, especially in warm 
weather. 

Mr. Jenkins. What about your driveway, Mr. Young? 

Mr. Youne. Well, it has been all right, I guess. I have no com- 
plaints on it. It looks funny. It humps up in the center near where 
it joins onto the cement slab in front of the garage. And in the winter- 


time, water does get on that cement slab a little bit, although not too 
bad. 


Mr. Jenkins. Your driveway is more or less flat ? 

Mr. Youne. More or less. There is a slight incline from the street 
up to the driveway. 

Mr, Jenkins. Mr. Young, do you know anything about the con- 
struction of the driveway’ For instance, I will tell you what the 
specs show on this house here. They are supposed to have 4 inches of 
gravel base and 2 inches of Armorcoat on top. Do you think you 
have got that? 

Mr. Youne. I don’t think so. 

Mr. Jenkins. Have you ever dug around your driveway, or in the 
middle of it, and had any holes come up? 

Mr. Younc. I never have dug in the middle. I have on the side. 
I put in a wood border to separate the lawn from my driveway. 

Mr. Jenkins. What thickness down to the dirt? 

Mr. Young. It is very thin on the edges. 

Mr. Jenkins. You have seen some of the other drivew ays on the 
project that have come apart, haven’t you ? 

Mr. Youne. Yes. 

Mr. Jenkins. What would your estimation be from the finish that 
was there down to the dirt in most of them ? 

Mr. YounG. Well, I would guess probably an inch or so. 

Mr. Jenkins. You didn’t see anything that looked like 6 inches 
anywhere, did you? 

Mr. Youna. No. I didn’t. 

Mr. JENKiNsS. Just one other question about your tile. I want to 
reiterate that. How is the tile over your tub? 
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Mr. Youna. The tile over my tub? In one corner the fill—I don’t 
know what you call it—between the tile came out, and I bought some 
material and repaired it myself. Insofar as I am concerned, it is 
adequate. 

My. Jenkins. I mean, how high is the tile? 

Mr. Younes. It is not ver y high. I have never measured it. 

Mr. Weaver. On this condition you are referring to, how many 
homes were built by the Beresa Construction Co. in this particular 
area { 

Mr. Davip. You mean in all of the subdivisions? 

Mr. Weaver. In this particular subdivision ¢ 

Mr. Davin. I believe there is 172, but I would say, to be conserva- 
tive, around 160. 

Mr. Epmonpson. Mr. Sisk, do you have any questions ? 

Mr. Sisk. I would just like to inquire as to your relations with the 
builders. Who did you talk to with reference to your complaints? 
Who did you complain to originally ? 

Mr. Davm. We submitted our complaints for most part directly 
to the office, which was one of the houses. They used one of the houses 
as the offices at that time, and we took our complaints to the person. 

Mr. Sisk. Who was in charge of the office ? 

Mr. Davin. That I couldn’t tell you. I think that a Mrs. Corrigan 
was in charge of the office at that time. 

Mr. Sisk. A Mrs, Corrigan ¢ 

Mr. Davin. I believe so. 

Mr. Sisk. What was her position with the company ? 

Mr. Davin. I don’t feel I am qualified to say what her position was. 
I don’t know what the internal workings of the company was. 

Mr. Sisk. Did they have a superintendent there? Actually, you 
don’t know what the setup was with reference to the company, so far 
as taking care of such repairs or business as they might need? 

Mr. Davin. No, sir. I don’t know who was held responsible. Re- 
member that in the onset the individual veterans were concerned 
primarily with repairs on the house and not primarily with the struc- 
tural set up of the organization. 

Mr. Sisk. Of course; the point I was trying to get at was, actually, 
who was handling the complaints for the builders, and whether or not 
the person to whom you spoke had authority to have work done or not. 

Mr. Davin. That I don’t know. Perhaps some of the other members 
would know. 

Mr. Sisk. Mr. Young, do you know ? 

Mr. Youna. It was very difficult to see Mr. Bechtel. At one time 
I tried for over a period of 6 weeks to see him personally, one way 
or the other. About the only person I ever got to see was this Mrs. 
Corrigan. She said she would relay the information to the proper 
author ities, aan yes, it would be taken care of. And it never was. 

Mr. Sisk. This Mr. Bechtel—he was the general contractor, was he? 
What was his position? Do you know what his position was ¢ 

Mr. Davin. I believe he was one of the higher officers in the firm. 

Mr. Sisk. Your understanding is that he was the man who was sup- 
posed to handle the complaints ? 

Mr. Younes. Well, we understood that he was the top man of the 
Beresa group. I understand there were 5 men in this group, and that 
he was the top man of the 5. That is the way I understood it. 
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Mr. Sisk. But you couldn't find Mr. Bechtel ? 

Mr. Younc. The only time I ever got to see him was just one time, 
when he phoned me. 

Mr. Sisk. What was his attitude? 

Mr. YounG. He was very nice when I came in, but his attitude was 
firm. He was not going to repair the thing that I asked him to 
repair 

Mr. Sisk. That is all, Mr. Chairman. 

Srarr Direcror. At what point after you occupied these houses— 
I gather from your testimony you went through a period of bringing 
compk: \ints to the attention of the builder. About what point did. you 
shift your complaints from the builder to the Veterans’ Administra- 
tion regional office in San Francisco ‘ 

Mr. Davip. That is a hard question to answer, sir, for a couple of 
reasons. 

Individual homeowners brought their complaints to the attention 
of the regional office of the Veterans’ Administration in San Francisco 
at various intervals, some of them very soon after they had moved into 
their houses. But the concerted effort didn’t start until about 9 or 
10 months after we finally realized that we were not going to get any 
action at all out of the builder. 

Starr Director. Then within 9 or 10 months there could be ques- 
tion, then, that the San Francisco office was thoroughly aware that 
there was a concerted protest in Layton Oaks? 

Mr. Davin. That is right. I would say that would be correct. 

Mr. Sisk. Mr. Chairman, I would like to pursue just a little further 
this relationship with Mr. Bechtel. 

I understand, now, that he very politely but firmly said that he 
would not make the repairs requested. What was his basis for re- 
fusal to make the repairs ? 

Mr. Youna. Well, in regard to the hardwood floors, in my front 
room, they have cracked, and not where they join but down the middle 
of the board. And, incidentally, when we first moved in they cracked 
very badly, and a couple of those were replaced, but I still have a 
couple of others that were very badly cracked. He said it was a 
mistake on their part to put those boards in. Down in the bay are 
because of the weather down there, that type of board was all right 
there, but up here they saw their mistake, and it was just one of those 
things. It was too bad for us. 

Mr. Sisk. He admitted there was an error made, but he refused 
to correct it? 

Mr. Youna. That is right. 

Mr. Sisk. On what basis did he refuse to correct it? 

Mr. Younes. I don’t know. 

Mr. Sisk. Do you want to comment on this, Mr. David? 

Mr. Davin. Perhaps I can sum it up with one sentence—the atti- 
tude of the builder. When we complained, my wife and I both, we 
were told, “You are only buying a $10,000 house. What do you want 
for $10,000?” To which I replied, “Ten thousand dollars worth of 
house.” And that has been the prevalent attitude all the way through. 
They feel that they have given us all they are going to give us. And 
we have got no further ac tion from them. 

Mr. Sisk. The point, Mr. David, that I was interested in: If the 
builder himself admitted an error and then refused to correct it, I 
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Taek BR Millard. 1110 Fourth Street. Lavton Oaks: 
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was just trying to find out if he went any further in justifying a re- 
fusal to correct an admitted error in construction. Apparently he 
made no attempt to justify that. 

Mr. Young. At first they attempted to replace those cracked boards, 
which they did. But there have been since then many complaints 
about cracked boards. I know in my own house, for instance, it is 
as I have stated. And on the second complaint they refused to replace 
those. 

Mr. Henpricks. All of my complaints were made to Ted Bechtel 
and to Manuel Bechtel, his brother, who, it was my understanding, 
was a supervisor for Beresa, Inc., on the project. 

Mr. Epmonpson. Mr. David, what percentage of the builders in 
this Layton project, this Layton Oaks project, have been parties to 
this protest on the construction? Could you give us an idea? 

Mr. Davin. I believe the Honorable Clair E ngle has received com- 
plaints totaling in number 67, that were sent in originally. How 
many miscellaneous complainers have sent individual letters, I could 
not say. I think it would be very doubtful, though, that you could 
find—I don’t think you would find a great deal of houses that didn’t 
have complaints. Some of the people have not complained, thinking, 
“Why buck it? It is bigger than we are. Iet’s be quiet and let it go.” 
A number of the people who started out have become so disgusted 
and confused over the issue and have the feeling of futility, so they 
no longer bother with it. 

Mr. Epwonpson. Have many of the people that have bought those 
houses disposed of them ? 

Mr. Davin. I won’t say many. That is a relative term. The de- 
mand for houses in this area, especially the demand for veterans’ 
housing in this area, has made the sale of them rather easy. 

Mr. Epmonpson. Have they been able to dispose of them at more 
than they have paid for them in most instances / 

Mr. Davi. That I could not say. I would say they probably didn’t 
lose any money on them. Let’s put it that way. 

Mr. Epmonpson. I have no further questions. So thank you, gen- 
tlemen, very much. 

Mr. Youna. Could I say just one more thing in regard to the floor in 
the dining area and the kitchen? When we moved in, we noticed that 
it was very flexible. It wasn’t solid at all. Beresa did brace under 
the dining area and under the kitchen floor, but it was a very inade- 
quate job. It was almost as bad as it was before. 

Starr Direcror. Isn't it true that there are two things Beresa did 
throughout the property? They did put these braces under the 
kitchen floor, regardless of whether they may be considered satisfac- 
tory. They did put the brace under the kitchen floor of every house. 
And they did brace the framing of the garage. They did uniformly 
make those two corrections throughout the project, did they not ? 

Mr. Youna. Yes. 

Starr Director. That is all. Thank you. 

Mr, Epmonpson. The next witness is Mr. Kirby. 

Mr. Kirby, will you state your full name, your address, and any 
official connection you have with the Government ? 
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Jack B. Millard, 1110 Fourth Street, Layton Oaks: 

1. Bad kitchen floor. 

2. Warped closet door (hall). 

3. Cracked boards, front room. 

4. Tile in bath not high enough to shed water when showering. 
5. Some leaks around rear windows. 


George Bayless, 1104 A Street, Layton Oaks: 

Several cracked tile in kitchen floor due to men working under house; stated 
could not match tile; would replace with inlaid linoleum if I would pay half. 

Warped floor in front room and cracked boards. Was fine until they put brace 
under floor. 

Plaster popped off ceiling. Patched by repair crew. Patch cracked. When 
told about it later, accused wife of patching it. 

Nails coming through plaster in living room, bedroom, and bathroom. 

Garage door swayed in center; braced with 2 by 4’s and didn’t paint. 

Tub and sink won't drain from kitchen and garage; keeps stopping up. 


John Dieudonne, 1106 A, Layton Oaks: 

aint on outside of house. 

Boards on south side loose. 

Cement crack in front. 

Tile in bathroom cracked. 

Paint peeling in bathroom. 

Wash basin not seated in bracket. 

Fixtures loose on brackets; cannot be tightened. 

Door from living room to hall would not close. Men repaired but messed up 
woodwork and plaster. 

Steel casement windows rusting and paint peeling off. 

Scratched glass. 

Warped floor in living room and kitchen. 

Cracked tile in kitchen. 

Tile on kitchen floor, nail coming through. 

Nails coming through wall in bathroom. 

Plaster cracked and broken in living-room ceiling. Plaster cracked in kitchen. 

Front door, rear door, hard to close. 

Molding coming loose in kitchen. 

Drains in sink and wash tray bad. 

Paid out $44 to have septic tank rebuilt. 

All closet doors will not stay in line; need guides. Cupboard door needs catch. 


STATEMENT OF WILLIAM J. KIRBY, AREA SUPERVISOR, SAN 
FRANCISCO VETERANS’ ADMINISTRATION, AREA OFFICE, SAN 
FRANCISCO, CALIF. 


Mr. Kirsy. My name is William J. Kirby. I am the area super- 
visor, appraisal supervisor, out of the San Francisco Veterans’ Ad- 
ministration area office, at 49 Fourth Street, San Francisco. 

Starr Director. Mr. Chairman, to clarify for the committee a little 
further, before Mr. Kirby proceeds, the Veterans’ Administration, of 
course, has a loan guaranty officer in Washington, and there are five 
district offices in the United States. These district offices have indi- 
viduals from the various programs assigned that extend central office 
supervision to the various areas of the United States. Mr. Kirby is 
the area supervisor for a large number of the Western States. 

Mr. Kirsy. Eleven. 

Srarr Director. Eleven Western States. He represents the central 
office, and he extends supervision to the regional offices and, of course, 
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goes in for central office to a matter such as this which perhaps gets out 
of control of the local office. 
Mr. Kirby, as he will testify, as this complaint became intense, came 
into the picture as a loan guaranty area supervisor. 
Mr. Epmonpson. Proceed, then, with your statement, Mr. Kirby. 
Starr Director. Mr. Kirby, what we would like for you to do: 
Would you briefly give us your background in the building and con- 
struction field, in very brief terms, and then give us a brief chronology 
of how you g got into this picture? But we are particularly interested 
in your covering this report that you made as a result of your personal 
inspection, house by house. 
Mr. Kirsy. Very well. 
Well, since 1911 I have been fairly closely associated with the build- 
ing industry throughout primarily the Midwest. My home originally 
is Tllinois. I was past chief appraiser for the Veterans’ Administra- 
tion in the Chicago regional office and later became associated with the 
central office in a somewhat similar capacity, although more of a 
supervisory nature rather than on an operational basis. 
Primarily, my background is construction and appraisal work, 
throughout my entire life. Iam approaching my 60th year, so I have 
been at it quite a while. 
On or about July 1, 1954, I received a communication to report to 
the San Francisco office for the purpose of meeting another repre- 
sentative of the Washington central office to report on the construc- 
tion in the Layton Oaks subdivision, which was in response to a request 
made by Congressman Engle listing some 57 properties. This inspec- 
tion was made by Mr. Barry and myself. Each and every one of the 
houses were entered. 
Srarr Director. Excuse me. Would you identify Mr. Barry, s 
if you can? ' 
Mr. Kinny. He also holds a position similar to mine. He is an area 
supervisor, or he is a superivsing appraiser for the central Office at 
Washington, D. C. 

Srarr Director. He had come from Washington to join you in the 
inspection on this project ? 

Mr. Kirsy. That is correct. 

Starr Director. All right. Go ahead. 

Mr. Kirsy. While making these inspections, of course, we met a 
good many of these veterans -and discussed their problems with them. 

Srarr Dmector. Speak up a little louder, if you will, please. 

Mr. Kirsy. All right. 

And 12 additional complaints developed while we were in the 
project, so that the overall picture and investigation of the complaints 
covers some 69 properties. 

A chart of the various complaints was made, in which they were 
listed. 

Srarr Director. That is the chart which the committee has before it. 

Mr. Epmonpson. I think, without objection, exhibit A, pages 8, 
9, 10, and 11, will be made a part of the record at this point. 

(The material referred to foilows:) 





Exuisit A 


Necessary repairs, Layton Oaks subdivision, Redding, Calif. 
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Mr. Krrsy. And the chart of the complaints consists of a review and 
a recommendation by Mr. Barry and myself as to the corrective action 
which should be taken by the builder to adequately restore these prop- 
erties to a satisfactory condition. 

Srarr Direcror. Mr. Kirby, we recognize that there were different 
complaints for different houses, but could you cover in a general way 
those complaints which you would consider general through the proj- 
ect and discuss them in general terms as to what you found? 

Mr. Kirey. Well, starting in with the foundations, we found most 
of the foundations were a rough-finish job. Sills were not grouted 
in. And nearly every house that we inspected, though not all of 
them, had a recommendation to either grout the sills or r calk them to 
stop weather seepage or rodent infiltration. 

Another item came up in the finished floors. Random-length oak 
floors were used in these buildings. And because of the type of floor- 
ing considerable trouble had developed from splits and one thing and 
another; and it was quite justifiable. Many replacements were neces- 
sary, and it was so recommended. 

On kitchen ceramic-tile installations, as to base cabinets, leaks had 
developed. Deterioration had developed in the structure below the 
ceramic tile. And there were many recommendations there for cor- 
rective action. 

Some work, we found, had already been completed by the builder, 
but there was a good deal more to be done before a satisfactory solu- 
tion. 

Srarr Drrecror. Did you find that work being done on the sinks of 
a corrective nature, or lasting corrective nature? 

Mr. Kirsy. Everything being equal, yes; I would say it would have 
been. But it was not, for the simple reason that because of certain 
movements in the floor and the face of the cabinets, base cabinets, it 
continued to open up the joint area between the back-splash and the 
base itle, the ceramic-tile installation, permitting water seepage to 
develop in that particular area and flow back below the ceramic tile 
into the substructure. 

Mr. Epmonpson. I notice that 37 of these houses that you have listed 
here, out of 69, I think, required bracing of the roof. 

Mr. Kirsy. That is correct, sir. There was inadequate roof brac- 
ing, in especially the garage area of those houses, and in some instances 
over the living area as well. 

Srarr Drrecror. Will you tell the committee in lay terms what 
reaction you found in the garage area as a result of that inadequate 
framing of the garage roof? 

Mr. Kirsy. Well, of course there was a letdown of the rafter struc- 
ture, and in some instances leaks had developed between the garage 
roof area and the gable end. 

Srarr Director. Was there a perceptible change in the roofline? 

Mr. Kirsy. Yes; very decided and very noticeable. And there were 
broken members in there, where they had failed to put in adequate 
supports to start with. I believe that those have all been replaced, 
however. I want to make that point very clear. 

Mr. Jenkins. Mr. Kirby, just one more question along that line for 
the benefit of the committee so that they understand it: If these roof 
supports had not been put in, the tendency would have been, under 
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that framing, to continue to spread out the front and back wall, would 
it not? 
Mr. Kirsy. That is correct. It has been corrected, however. 
On individual cases there were numerous other smaller items rela- 
tive to the poor workmanship on the interior of the building. A 
number of nail pops were occurring in their dry-wall installations. 
The reason for them could be many things. Frankly, they are not 
unusual in dry-wall installations. A building has to shake itself down 
in that respect, and finally you go in there after a couple of years, 
redecorate the house, and usually you eliminate your nail pops. 
Srarr Direcror. Can you express an opinion as to whether you 
think they have been excessive in this project ? 
Mr. Kirsy. In some buildings they have been. Not all of them; no. 
With respect to the exterior of the buildings, we found a number 
of them, 8 or 9, where definite recommendations were made either to 
replace and repaint the building or to at least repaint the building. 
I believe that there were 9 of them out of the 69 where that recom- 
mendation was made. 
Yesterday and the day before I was back and drove through the 
Layton Oaks subdivision and looked through a number of the houses 
that have these paint recommendations on them, and I find them in 
much better shape than when I saw them a year ago. So I assume 
that somebody painted them, and presumably the veteran. But 
that would be a presumption and maybe we had better throw that one 
out the window and ask someone else about it. 
But anyway, I found properties that were I inspecting the prop- 
erties today I would recommend that we would definitely insist on a 
painting job. One of those properties is at 1014 Third Street. That 
is the only one that is on the list, the original list, 1014 Third Street. 
That is a stucco building with a rather awkward type of color scheme 
on it—yellow, if you will. 
In addition to th: at, we made a number of recommendations for 
the tabbing down of roof shingles that were uneven, not laying flat. 
And as I drove through the subdivision again, I believe on Friday, I 
made special notes of * those, and I find a number of buildings where 
that recommendation would still stand. 
Mr. Epmonpson. Mr. Kirby, may I ask something at that point, 
now? You said a minute ago that you presumed this repainting had 
been done by the veteran. “Was there no followup on these recom- 
mendations to see that they were done by the builder ? 
Mr. Kirsy. Oh, yes; and I believe you people are calling another 
representative of the Veterans’ Administration on this. I have not 
followed through, Congressman, on it. 
Mr. Epmonpson. Doesn’t your division ? 
Mr. Kirsy. Our regional office followed through. They are the 
ones that followed through on these recommendations, sir. 
Mr. Epmonpson. I couldn’t understand why the presumption would 
be, after you recommended that the builder do the repaint job, that 
the veteran had done the repaint job. 
Mr. Kirsy. From the remarks made by Mr. David a few moments 
ago. He said most of them had taken care of their own painting. 
He got disgusted. I probably shouldn’t have mentioned that. I 
should have laid off of that statement. 
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Srarr Drrecror. By way of explanation, Mr. Chairman, Mr. Jen- 
kins visited a number of these houses, and you have to take them at 
this stage almost house by house. Some of the homeowners have 
been very aggressive in property improvements. Some of them have 
painted the entire inside and outside of their houses. It takes prac- 
tically a house-to-house study at this point to determine what the 
homeowner did and possibly what the builder may have done. But I 
think in a general way it can be said that the homeowners in Layton 
Oaks have in many instances taken it upon themselves to redo many 
of these painting failures. 

Mr. EpmMonpson. Well, when this list of necessary repairs was com- 
piled, was it submitted to the builder by your office, Mr. Kirby ¢ 

Mr. Kirsy. My report was made to the central office in Washington, 
and I believe that in turn it was sent back—in fact, I am quite certain 
it was sent back—to the regional office, to follow through on the 
recommendations. 

Does that answer your question, sir? 

Mr. Epmonpson. As far as it goes, it does, sir. Yes, sir. I was 
still interested in being assured that the builder was advised by the 
VA of these different items that the VA believed should be taken 
care of. 

Mr. Kirpy. I believe he has a complete list of them. 

May I ask a question? 

Mr. Epmonpson. Certainly. 

Mr. Kirsy. Mr. Sarles, was he given a list of this? 

Mr. Sartes. Yes. 

Mr. Kirsy. I understood that he was. 

Srarr Director. Mr. Chairman, of course, the testimony probably 
will show with the next VA witnesses, the pattern of just what you 
are interested in here. Mr. Kirby made this report; it went to the cen- 
tral office, and then there was considerably byplay between other rep- 
resentatives of the central oflice of the Veterans’ Administration and 
representatives of the builder. Mr. Stone, to be specific, made a trip 
to San Francisco, and then he took Mr. Kirby’s report and went into 
conferences with the builder. And at that point it left Mr. Kirby. 
Mr. Stone took it over. He made certain agreements with the builder 
and left it in the hands of the local regional office to execute. 

Mr. Epmonpson. Is that Mr. Ralph Stone? 

Starr Drrecror. Mr. Ralph Stone, the Deputy Administrator of 
the Veterans’ Administration. And we believe we can develop that 
for the committee through the regional office representatives, as to 
what happened along those lines. 

Mr. Kirsy. The only reason that I brought out this painting and 
the presumption that someone had done it, whether the builder or 
not, was to emphasize the difference in the recommendations that I 
would make at this time relative to paint requirements on a present- 
day inspection, as against the inanlies that were listed 1 year ago. 
That was the only reason. 

Mr. Encixr. I wonder if the witness could speak a little louder. I 
know that some of the people in the back are having difficulty hear- 
ing the testimony. These mikes, I see, are not on. I assume the wit- 
ness will have to strain his lungs a little more. 

Mr. Kirsy. I will try to to do that. 
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Mr. Ener. I know it would be appreciated back there if they could 
hear. 

Mr. Sisk. Could I make one inquiry ? 

Do I understand now, Mr. Kirby, that this list is your list, the 
original list, a copy of the original list, that you made at the time that 
you were out here, showing the repairs that you recommended ? 

Mr. Kirsy. On the houses upon which we had complaints as of that 
date. 

Mr. Sisk. That is correct. In other words, this is the list of com- 
plaints that you made prior to any changes, corrections, or other- 
wise. This is your original list. 

Mr. Kirsy. That is correct. 

Mr. Epmonpson. As of what date? 

Mr. Kirsy. July 22, about, 1954. 

Starr Direcror. And how old would the houses have been at that 
time, Mr. Kirby? 

Mr. Kirsy. Well over a year old. 

Mr. Epmonpson. May I ask one further question in that regard? 
T assume you have had similar inspections at other subdivisions. 

Mr. Kirpy. I have, sir. 

Mr. Epmonpson. May I ask you, then, how this compilation of 
needed repairs in the houses that you visited compare with compila- 
tions made in other subdivisions where there had been mass com- 
plaints or large-group complaints? Numerically speaking? 

Mr. Kirsy. Numer ically speaking, I would say that there are a 
greater number in this list than would be found in any other list that 
I have been in. However, I would like to emphasize this point: That 
many of these complaints are nowhere near as serious as I have found 
in other subdivisions, as far as the actual structure is concerned. It 
is really a poor workmanship job that has developed here. 

Mr. Epmonpson. It is not a question of poor materials, then, you 
think ? 

Mr. Kirsy. Well, the lumber. No, I wouldn’t think so. 

Mr. Epmonpson. You have a pretty large percentage here of cracked 
hardwood floors. 

Mr. Krirsy. That is correct. 

Mr. Epmonpson. You don’t think that is materials, but you think it 
is unsuitability of materials to the climate? 

Mr. Kirsy. That is correct, sir. It is random-length material, and 
it is always hazardous to use it, especially in the widths that they 
have on this subdivision. 

Mr. Weaver. Mr. Kirby, for the flooring, what was required in the 
specifications, as far as you were concerned ? 

Mr. Kirsy. They put in, as far as the floors were concerned, the 
type of floor that was listed in the specifications, sir. They did. I 
would say there was an error in accepting or attempting to put in 
that type of floor. It was not suitable to the type of building under 
construction. 

Starr Director. Mr. Kirby, would you say from your observa- 
tions, that a satisfactory paint job was accomplished on the project ? 

Mr. Kirey. In some instances, no. 

Now, many of these buildings that I looked at had been already 
refinished by some of the veterans at the time that I inspected the 
subdivision. Many had been repainted. 
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Srarr Director. In the first year the homeowners were already 
painting on their houses ¢ 

Mr. Kirsy. That is right, especially in the northern portion of this 
subdivision. 

Starr Direcror. Mr. Kirby, you can drive through the project to- 
day and see knots showing through the paint that is left there. What 
appears to cause that? You can see the outline of each knot in the 
siding. What causes that? 

Mr. Kirpy. Well, lack of adequate treatment of the knots. Ade- 
quate treatment of the knots would have prevented much of the im- 
pression you get of inadequate materials and seepage. 

Mr. Jenkins. Bleeding of rosin? 

Mr. Kirsy. Bleeding, that is right. You have got it. 

Starr Drrecror. You have heard the testimony of these home- 
owners, and I think you have covered it in your report of the problem 
surrounding the kitchen sink. Kitchen cabinets, as you recall, are a 
unit down one side of the kitchen, wood cabinets with a ceramic tile top 
and a porcelain sink. Now, it seems from the testimony and from 
looking at the projects that most of the sinks continue to leak. That 
seems to result from an unstable sealing of the sink. Can you tell us 
why that sink continues to shake? What happened in the construc- 
tion of the kitchen unit that makes that problem not susceptible to 
repair / 

Mr. Kirsy. Well, it would be susceptible to repair, but my exami- 
nation of the construction leads me to believe that the base cabinets 
that have been placed in this building are placed over the girder struc- 
ture, and that the partition wall upon which the back splash is built 
is an offset from that girder, is on an offset from the girder. And the 
minute you walk across the kitchen floor you get a movement in the 
floor which tilts on the girder and loosens the ceramic-tile installations 
at the back. That would be my explanation. I could be in error, but 
I don’t think I am at this point. 

Mr. Weaver. Mr. Kirby, Mr. David mentioned that some of these 
homes have been resold. Are you familiar with what the price has 
been on those ? 

Mr. Kirsy. Yes; I have made inquiry for my own benefit. 

Mr. Weaver. Could you give me that? 

Mr. Kirpy. Yes. The fact of the matter is that a year ago when I 
was in this subdivision there were a number of homes for sale in it. 
Now, there may be some for sale today, but I don’t see any signs up 
there, except one foreclosure that had been processed in that subdivi- 
sion, at the present time. 

So it would appear that the stability of the values has been fairly 
well established. And, on making inquiry, it is my understanding that 
these homes are selling from $800 to $1,000 over and above the original 
purchase price. But bear in mind that the people who are selling them, 
many of them, have made some very decided improvements in the 
landscaping, maybe perhaps painting and one thing and another, like 
that, that may have been salad. And I have been told that some of 
them have sold in excess of $11,200. Now, I haven’t followed through 
on that, but just to get the general impression and the reaction of the 
brokers, and one thing and another, on the resale of these properties. 

Mr. Sisk. I would like to inquire of the chairman if anyone knows 
if this speaker system could be turned on. The gentlemen in the back, 
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who are certainly interested in this, I find, are not hearing this testi- 
mony. Perhaps it could be turned on to where the w itness could be 
heard. 

(Brief interruption. ) 

Mr. Weaver. One other question I would like to ask, on the com- 
plainants. Are those all original purchasers, so far as you recall 

Mr. Kirsy. No, they are not. In this group I believe we found there 
are 1 or 2 who are maybe new owners. And I was interested in the 
remarks made by the gentleman who lives at—is it 1000 Third Street ¢ 

Mr. Henpricks. That is me. I live at 1000 Third Street. 

Mr. Kirsy. You were not in the original group of complainants, 
sir? 

Mr. Henpricks. I wasn’t listed through the homeowners’ associa- 
tion. However, my complaint was on file in the regional office in San 
Francisco. 

Mr. Kirsy. The people who live next door—I believe it is Roos or 
Rook, is it not? 

Mr. Henpricks. Mr. Rook, R-o-o-k. 

Mr. Kirsy. He was not in the original list of complainants. How- 
ever, the condition of his property was discussed with him by Mr. 
Barry and myself pda the interim of this investigation. And am 
I right—I believe I am—that this is the property that had the con- 
crete walk supporting an overhang and that had settled? And there 
were certain recommendations made there. I looked at this property 
again yesterday. Some of this work has been done. At least, the 

sag has been taken out of the roof. And it appears that a new walk 
or something has been put in there to take care of it. 

Is that right, sir? 

Mr. Henpricks. Yes. 

Srarr Director. The gentleman in the white shirt? What is your 
name, sir? 

Mr. Rook. Frank Rook. 

Mr. Epmonpson. Can we have your full name and address? 

Mr. Rook. Frank Rook, 1002 Third Street. 

Mr. Epmonpson. 1002 Third Street, Redding? 

Mr. Roox. That is right, sir. 

Mr. JenxKINS. Mr. Chairman, I would like to ask Mr. Kirby then 
about this flooring. 

Mr. Kirby, I have here in front of me some plans and specifications 
from the regional office in San Francisco, handed me by Mr. Sarles, 
for the Layton Oaks subdivision, which is seemingly the master set. 
And in the finished floor, it says in there that in Lay’ ton Oaks it shall 
have the living room, dining room, halls, and bedroom, white oak, 
select grade, three-eighths by 2 inches, standard, stained, and 2 coats 
of shellac. 

Was there a change in the spegifications that you know of from 
this? 

Mr. Kirsy. None that I know of. The three-eighths flooring is in 
there, and that is the trouble. 

_ Mr. Jenxrins. Well, that is a deviation from the specifications, 
isn’t it? 

Mr. Kirsy. That three-eighths isn’t. 

Mr. Jenxrins. How about this random-width stuff? 
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Mr. Kirsy. Well, I wouldn’t want to say. That is splitting. I 
don’t know whether there was a change in those specifications or not. 
I do know that some of the buildings—the veterans had a different 
type of flooring. They had twenty-five thirty-seconds put in their 
houses and paid the difference. 

Mr. Jenkins. They paid the difference, did you say? 

Mr. Kirey. Yes, sir. 

Starr Drirecror. Mr. Kirby, there has been a fairly general com- 
plaint concerning the fit of the front door. Will you cover that, 
please ? 

Mr. Kirsy. Well, there are a number of front doors that had poor 
fits. We made quite a few recommendations as to either refitting 
them or replacing them because of the fact that the veneer had pulled, 
because of thresholds warping and binding on the bottom of the doors 
or the doors themselves. They had failed to finish tops and bottoms 
and moisture had entered the doors and they had warped. 

Srarr Drrecror. In other words, if the top and bottom of a slab 
door is not finished and sealed, it is constantly shrinking and expand- 
ing and will not fit satisfactorily. 

Mr. Kirsy. Well, it will cause you trouble. And let me say this: 
These doors are protected by overhangs. However, in sprinkling 
lawns, and one thing and another, the tendency is to cover your doors 
with water, and I think we should have adequate protection against 
that contingency. 

SrarF Direcror. One of the previous witnesses, I believe Mr. 
Young, either said or implied that it was his opinion that the putty 
which was used around the steel windows was not of the proper type. 
I believe he said he dug his out and put in another type. Can you 
comment on that 

Mr. Krrsy. Well, for many years the type of putty, the hardening 
type of putty has been used in windows. And it is only of late years 
that we are using a soft putty. And there are quite a few objections 
to that, especially with younger children around. They will get their 
fingernails in it, and dig it out, and the first thing you know, you 
haven't any putty. 

Srarr Director. Is it a matter of violation ? 

Mr. Kirsy. I wouldn’t say so; no. I will say this, though, that 
there was a very poor job of installing the glass. 

Srarr Director. Your complaints, then, ran along the lines of 
workmanship rather than violation of specifications ? 

Mr. Kirsy. That is correct, sir. 

Srarr Direcror. Mr. Kirby, on the drives 

Mr. Jenkins, first of all, will you read the specification on the drive? 

This, Mr. Chairman, is from the master set of plans and specifica- 
tions which the regional office approved for the project. 

Mr. Jenkins. The plans and specifications from the regional office 
in San Francisco for this project show that the driveway shall be 
material Armorcoat, 2 inches thick, with fill material consisting of 
crushed rock, cinders, or gravel, 4 inches. 

Srarr Drmector. Mr. Kirby, will you express an opinion as to 
whether you think that specification was complied with ? 

Mr. Kirpy. In its entirety ? 

Srarr Director. Yes. 
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Mr. Krrsy. No, sir; I do not. 

Srarr Director. This refers to Armorcoat. Will you describe to 
lay persons what Armorcoat is ¢ 

Mr. Kirsy. Well, it is a black-coat buildup. 

Srarr Director. Similar to an asphalt street / 

Mr. Kirsy. Similar to it. 

Srarr Director. In other words, there should be 2 inches of a 
builtup black top such as you find on an asphalt street, on top of 
crushed rock or gravel ? 

Mr. Kirpy. Yes. 

SrarF Direcror. Could we expect a drive constructed that way to 
deteriorate in a period of 2 years, completely disappear in a period 
of 2 years ¢ 

Mr. Kirey. No, it shouldn't. But quite often it does. And the 
reason for making that statement is that many things could serve to 
deteriorate the emplac ement, thawing and freezing, and one thing and 
another. 

Srarr Direcror. It is your testimony that throughout the project 
this specification was not ‘complied with ? 

Mr. Kirsy. I would say it would be likely, sir. 

Srarr Direcror. There was reference to the tile above the bathtub. 
What are the minimum requirements on height of tile, Mr. Kirby? 

Mr. Kirsy. Four feet. 

Srarr Direcror. Do you find that in this project ? 

Mr. Kirsy. No; it is short. I mean, it 1s 3414 inches on most of 
them. 

Srarr Drrecror. Thirty-four and one-half inches, as compared 
with 48 inches ? 

Mr. Kirpsy. Yes; a little over a foot short. Three rows of tile. 

Srarr Direcror. These are combination shower and tub units; are 
they not ? 

Mr. Kirey. That is right. 

Srarr Director. That means of course that if you use the shower 
in the tub, you get water on the walls above the tile when it is too low. 

Mr. Kirpy. Yes, the water would splatter on it. If it is adequately 
protected and high enough, of course, that isn’t going to hurt it. 

Srarr Director. But the minimum requirements are 48 inches? 

Mr. Korey. That is right. 

Starr Dirrecror. And you heard the comment here, the discussion 
concerning the baseboards in the project. Can you comment on that ? 

Mr. Kirsy. No, I wouldn’t care to comment on that. I am not 
familiar with just what was to be put in there. It is not a high-priced 
baseboard, however. I can tell you that, sir. 

Mr. Jenkins. Mr. Kirby, the specifications call for a bullnose base- 
board of seven-sixteenths inches thick and 4 inches high, and I will 
ask you: Did you find that on any of the houses? 

Mr. Kirsy. I don’t believe that I did. But again, it is a year and 
more since I looked at the houses. 

Mr. Epmonpson. Does anyone else have any questions of Mr. Iirby ? 

Mr. Sisk. Mr. Chairman, I would like to ask this question of Mr. 
Kirby: 

In the light of your testimony, would you agree that probably a 
lot of the trouble in this unit is due to, probably, improper specifica- 
tions by the VA with respect to building in this area 
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Mr. Kirsy. The VA have a requirement, irrespective of plans and 
specific ations, that all construction must meet minimum property 
requirements. 

Mr. Sisk. A number of your statements were with reference to 
floors and other things in this particular project where, if I under- 
stand it, they met VA specifications. And yet they are of a type that 
probably will give trouble in this area. So certainly that would seem 
to me to indicate that VA specifications are not sufficient in this par- 
ticular area for buildings to hold up adequately, irrespective of your 
statement of course that they require minimum standards. I appre- 
ciate that. But still I am wondering, particularly with reference to 
the discussion as to floors, whether the VA specifications are high 
enough to make them stand up in this area; so that if a builder built to 
VA specifications he still wouldn’t have an adequate situation; or he 
would have trouble; isn’t that correct? 

Mr. Kirsy. Well, Congressman, what happened in this instance, I 
believe, is that we have certain span requirements for our girders and 
our deck type of construction on floors, with a minimum ‘of 514 feet 
of span. And when girders are put in there on those widths, and the 
decking properly applied, we shouldn’t have trouble with floors. It 
is when they are misapplied, poor workmanship, that the trouble 
develops. And I am quite certain that in applying their decking, they 
used a diagonal application, which resulted in an overspan, that has 
given us some of the trouble, in this particular, especially with refer- 
ence to the floors. 

Mr. Sisk. Well, in other words, you say they did not build them 
according to specifications. Is that right? 

Mr. Kirey. As far as their spans are concerned, I would say they 
are not correct, sir. 

Mr. Sisk. Their spans are not correct according to specifications. 

I didn’t understand that from your previous testimony. It was my 
understanding that you said they did meet the specifications but were 
not suitable to this area. 

Mr. Krrsy. I was under the impression that we were discussing 
35-inch hardwood flooring at that time. 

Mr. Sisk. In other words, we were discussing floor covering. Yes; 
I agree. But you feel that some of that trouble has come about due 
to the fact that the span has been greater than the specifications 
called for. Is that correct ? 

Mr. Kirpy. I believe that is correct. 

Mr. Sisk. Well, in other instances: For example, Veterans’ Ad- 
ministration specifications with respect to applying tile in this area— 
do you feel that they are adequate to give good service on tile over a 
period of years? 

Mr. Kirpy. Are you speaking of ceramic tile, sir? 

Mr. Sisk. Yes. 

Mr. Kirsy. Yes; I think the specifications are entirely adequate. It 
is the application, what you are putting it on, how you put it on. 

Mr. Sisk. Now, there seems to be a lot of trouble with tile, and I 
have just begun to wonder if the VA specifications are sufficient to 
insure proper usage of the tile. 

Mr. Kirsy. I am quite certain that they are, sir. 

Mr. Sisk. You feel that it is poor workmanship, that that is the 
reason for the fact that it is not giving good service? 
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Mr. Kirby. I want to ask vou this question. If vou had been the 
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| Mr. Kirsy. That is right, sir. 
r Mr. Sisk. That is all. 

| Mr. Epmonpson. Mr. Weaver, do you have any questions‘ 
) Mr. Weaver. Well, in California, I assume that you have a State 
building code. 
Mr. Kirsy. We do in some States, yes, sir; that is right. 
i Mr. Weaver. Generally speaking, how would these houses be 
q . compared to your State building code ? pesit 
; Mr. Kirsy. They would be quite similar. Again, it is workmanship, 


; sir. That is our problem. 
Mr. Epmonpson. Your code applies primarily to the materials that 





) 

’ go into the house ¢ 

) Mr. Kirsy. We have specifications on limitation of materials, 

1 and the installation of your utilities, such as plumbing, electrical, 
heating. 

[ Mr. Epmonpson. Do you have any questions, Mr. Engle 

1 Mr. Encir. No questions, Mr. Chairman. I would like to say that it 

t will be necessary for me to leave in a few minutes, to return to Red 

a Bluff to meet the commanding general of the Western Defense Com- 

t mand, who is coming into town with reference to a radar station es- 

e tablished and put into operation immediately outside of Red Bluff. I 

y expect to return, however, and I assume the committee when it ad- 

S journs will adjourn to 1:30 or a time approximate to that, and I will 

i be back. I didn’t want my absence to be interpreted as any lack of 
interest in the proceedings here. 

1 Mr. Epmonpson. You feel free to leave at will, and we hope you 
will extend our greeting to the general when you see him. 

" Mr. Ener. I will be happy to do that. I am sorry to have to leave 
but that is one of the things that happens when you are in your home 

. district. Sometimes you get into a position where you have to be 

7 two places at once. 

e Mr. Epmonpson. Does anyone have any further questions of Mr. 
Kirby ¢ : 

y Starr Drrecror. Mr. Chairman, the Veterans’ Administration op- 
erates under the minimum property requirements published by the 

3 Federal Housing Administration. The specifications which are filed 

e by the builder with the Veterans’ Administration for their approval 

S have the standard statement that the FHA minimum property re- 
quirements are to be met. There are two pertinent paragraphs in the 
minimum property requirements, and paragraph 401 (b), applica- 

. tion, subparagraph (3), is as follows: 

- Since these requirements are essentially minimum, this Administration will 

a recognize and give credit for all construction and equipment that exceeds these 
requirements. The chief underwriters— 
and that, in the instance of the Veterans’ Administration, refers to an 
appropriate official in the Veterans’ Administration— 

{ ay require compliance with higher requirements than those contained therein. 

I Then paragraph 401 (g), entitled “Workmanship,” reads as follows: 

Oo Compliance with these minimum construction requirements with regard to 
materials and methods of assembly and with drawings and specifications will 
not in itself assure acceptance of construction. Of equal importance is good 
workmanship, the lack of which wi!l be sufficient cause to refuse acceptance of 

1e the construction or reject the application in the case of existing construction. 

a 
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Mr. Kirby, I want to ask you this question. If you had been the 
inspector on this project, would you have accepted it as you found it 
when you did get there? 

Mr. Kirpy. No, sir; I would not have. I would have insisted on 
corrective measures. 

Starr Drrecror. And one specific question with reference to the ap- 
plication of the exterior stucco. Do you consider it a workmanlike 
job? 

Mr. Kirsy. Well, I don’t find many cracks in the exterior stucco. 

Starr Director. Do you find the finish acceptable ? 

Mr. Krrsy. The rough finish you are speaking of? Well, it is not 
even, that is true. Especially on some of the houses. And it is quite 
noticeable on a few of the houses that have a certain texture finish. 
The lighter finishes disclose a lack of uniformity as far as texture is 
concerned. 

Srarr Director. In line with its responsibility, the VA inspector 
under this paragraph is perfectly within his rights to go into a 
project and, if he finds poor workmanship, simply reject the project 
on the basis of unacceptable and poor workmanship, without find- 
ing specific failures to comply with specifications and plans; is that 
correct ? 

Mr. Kirey. Well, he could. But that wouldn’t be a very good 
approach. 

Srarr Direcror. What would you expect him to do? 

Mr. Kirey. I would expect him to list specifically his objections. 

Srarr Drrecror. All of which added up to his contention of poor 
workmanship. 

Mr. Kirsy. That is right. And request compliance. 

Mr. Epmonpson. Thank you very much, Mr. Kirby. 

Srarr Drrecror. And we would like you to stay with us for a while, 
Mr. Kirby. 

The next witness is Mr. Sarles. 

And whoever you wish to bring with you, Mr. Sarles. Mr. Sandow? 

Mr. Sarles, will you state your full name and title, and also have 
Mr. Sandow do the same? 


STATEMENTS OF DUANE Y. SARLES, LOAN GUARANTY OFFICER, 
SAN FRANCISCO REGIONAL OFFICE, VETERANS’ ADMINISTRA- 
TION, AND HARRY L. SANDOW, SUPERVISOR AND CONSTRUCTION 
ANALYST, LOAN GUARANTY OFFICE, SAN FRANCISCO REGIONAL 
OFFICE, VETERANS’ ADMINISTRATION 


Mr. Sarutes. My name is Duane Y. Sarles, S-a-r-l-e-s. I am the 
loan-guaranty officer of the San Francisco regional office, Veterans’ 
Administration. 

Srarr Direcror. Mr. Sandow? 

Mr. Sanpow. My name is Harry L. Sandow, S-a-n-d-o-w. I am 
a supervisor and construction analyst with the loan-guaranty office, 
in the San Francisco regional office. 

Mr. Epmonpson. Proceed with your statement, Mr. Sarles. 

Srarr Director. Mr. Sarles, who inspected this project ? 

Mr. Sarves. A man by the name of Mr. Watson. I don’t recall his 
first name. Mr. Watson was our fee inspector in this area at that 
time. He lived in Chico; or he lives in Chico. 
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Starr Director. He was your fee inspector and he was assigned 
to travel here and make the VA inspections on the project? 

Mr. Sarwes. Yes, sir. 

Srarr Director. Would that be Mr. Edmund R. Watson? 

Mr. Sarues. I think that is it. 

Starr Drrecror. And state briefly the inspection procedure. Or 
would you go a little back of that, and shone: you state briefly the 
procedure that is followed by the builder in preparing the plans and 
specifications, what your office does with those, and the method of 
assignment, and what the inspector does, briefly the procedure that 
is followed by the VA? 

Mr. Sartes. Ordinarily, any builder or developer of a tract, where 
he wishes sales to veterans and loans to be guaranteed by the Veterans’ 
Administration, submits (94 specifications, plot maps, and other 
papers, to, in our area, the San Francisco regional office, to be checked 
over for determination as to whether the plans and specifications 
meet the minimum property requirements of the VA and FHA, and 
also for valuation, the cost breakdown, and appraisal. And at the 
same time, ordinarily, that the plans are being processed in our of- 
fice, an assignment is given to a committee of appraisers, usually 2 
sometimes only i depending on the size and the availability of ap- 
praisers, to establish value of the lots and his opinion of value of the 
improvements arrived at from a study of the plans and specifications. 
And that is checked, as I say, by a cost breakdown in the regional of- 
fice by the construction analy st’s department. 

Starr Direcror. And the figures are established by the Veterans’ 
Administration, which may not be exceeded in the sales price of the 
property ¢ 

Mr. Sarwes. That is it. 

Starr Direcror. Then, after the appraised price of each house is 
established, describe the proce edure of assigning an inspector to one of 
these projects, and what is expected of him. 

Mr. Sarves. When we issue what is called a master certificate, I 
; think our procedure at the time this Layton Oaks tract was processed, 

was that we — individual certificates of reasonable value on each 
of the lots. I don’t recall whether that was exact, but I believe that 
was it; rather than issuing a master at that time. 

Then an inspector is assigned to the project, and the builder is noti- 
fied of who that inspector is, his address; then, when the builder is 


— 


Y ready for the various inspections, especially the first inspection, the 
L builder himself gets in touch with the inspector and calls him for his 
inspection. 
Srarr Director. Would you elaborate at that point as to the nature 
p of the three inspections, the stages at which they come ? 
F Mr. Sartes. Yes, sir. The first inspection is when the trenches, 


that is, ready for pouring of the foundations, are done, and the steel 
is in place, so that the measurements can be determined—that it will 
a be a suitable foundation and complies with the dimensions of the 
5 ; foundation. That is the first inspection. 
The second inspection is after the framing, perhaps the roof is on, 
the rough plumbing in, the wiring in, nothing covered up; so that the 
inspector can Inspect the framing and the construction, the bracing, 
s and the underpinning, if he gets underneath, 
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The third inspection is after the house has been entirely completed. 

Srarr Drrecror. And these three inspections were accomplished 
routinely on this project by Mr. Watson ? 

Mr. Sares. Yes, they were. 

Srarr Direcror. What is the Veterans’ Administration’s position 
concerning the acceptability of Mr. Watson’s work ‘ 

Mr. Sarves. I don’t quite understand your question. You mean on 
this job? Or what is our opinion of his qualifications / 

Srarr Director. No, not qualifications. Obviously you would not 
have placed him on the roster if you had not felt he was qualified. 
Specifically, do you consider his inspections on this project satisfac- 
tory? And if not, what action did the Veterans’ Administration take 

Mr. Sarves. No; we did not consider them satisfactory. But frank- 
ly, that wasn’t discovered by our office until after the houses were 
completed, and Mr. Sandow and I made an inspection of some of the 
houses in May of 1954. At that time, then, because of what we con- 
sidered an unsatisfactory inspection job, we notified Mr. Watson that 
he was relieved as inspector in this area 

Srarr Director. So he was removed from the list of VA inspectors 
and since that time has not done inspections for the Veterans’ Ad- 
ministration ? 

Mr. Sarves. That isso. He was notified in the latter part of May in 
1954. 

Srarr Direcror. Had most of the houses been completed by that 
time / 

Mr. Sarves. They all had by that time. 

Srarr Direcror. He did the complete inspections on the property, 
then ¢ 

Mr. Sarzes. That is right. 

Mr. Weaver. If I may ask you a question, how long had Mr. Wat- 
son been with the VA doing this type inspection work ? 

Mr. Sarves. As I recall, he started in the latter part of 1950, and 
this was in 1954. So he had been 31% to 4+ years, I believe, in this 
area, which up to that time had not been overly active. There had 
not been very much construction up to that time in this area 

Srarr Direcror. How can you justify, Mr. Sarles, permitting this 
inspector on a fairly large project of something like 170 houses, to 
completely run the course of those inspections through a large office, 
without ever being supervised or contacted, or without a follow up 
from your staff people # 

Mr. Sarues. He was followed up. At that time a man who was the 
assistant chief of the appraisal section visited this tract in the early 
stages of construction, looked it over, and made written reports that 
everything appeared very satisfactory in the construction. Then I 
‘an recall one other person on our staff, a construction analyst, a 
staff man, coming up here to look at the tract. That was at the time 
I can’t recall where we got the complaints, but we had the information 
that there was some scratched glass that had been put in, in some of 
these houses—that is, after it had been put in. That was before, I 
believe, the houses were occupied. And he checked and found quite a 
lot of scratched glass. 

Srarr Direcror. Well, do we have an inconsistency here now, Mr. 
Sarles? These two staff officers checked the property, apparently took 
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no major exc eption. They didn’t fire Mr. Watson. But later, when 
you and Mr. Sandow came, you found it unacceptable. Are we to con- 
clude that they also failed to discharge their obligation ? 

Mr. Sarues. Perhaps that is so. They reported that as far as they 
were concerned everything was satisfactory in the construction part 
of the tract. 

Srarr Direcror. Does that put them right in the same boat with 
Mr. Watson, then ? 

Mr. Sarves. Well, perhaps. Although the man who was at that 
time assistant chief of the appraisal section is no longer with us. 

Srarr Direcror. What are the circumstances of that? Did you 
fire him ? 

Mr. Sartes. Well, frankly, he turned out to be not too satisfactory, 
because of an apparent willingness at times, unbeknownst to regular 
procedures, to waive certain things in tracts. And so, frankly, we 
asked him to resign. And his record shows that he resigned. 

Starr Direcror. When you say “waive certain things,” can we 
properly say he would make concessions in the nature of the con- 
str uction which would seem to be against the best interests of the Vet- 
erans’ Administration ? 

Mr. Sarues. He would waive certain things that were not in strict 
compliance with the property requirements, which he apparently felt 
were not entirely necessary and would not make any material differ- 
ence in the construction of the project. 

Srarr Drrecror. That gets us up to the point. Mr. Sarles, of the 
project being erected and the apparent failure of inspections on the 
projects. Now, then, what happened once this avalanche of complaints 
reached your office? What did you do to effect corrections ? 

Mr. Sarues. The first notice of complaints that our office had was, 
as I recall, perhaps from September to October into November of 1953 

Srarr Director. And how long would that be after most of the 
houses were complete ? 

Mr. Sarces. Well, most of the houses were completed, as I recall, in 
the spring and summer of 1953. And they moved in—I think most of 
the people moved in during that time—from the spring to the early 
fall of 1953. 

Srarr Direcror. Does that mean, then, in 3 to 4 months, or 4 to 6 
months, you began to get substantial complaints ? 

Mr. Sarues. No, we didn’t have anything substantial. We re- 
ceived in that period of about 3 months 9 letters from veterans in this 
tract, as to various complaints, which were not major, but they were 
complaints, and justified complaints, in the finishing of the houses. 
We referred those letters to the builder, with the regular form letter 
that he make corrections at these addresses in accordance with these 
complaints. And then we received replies from the builder that they 
had made these corrections and everything was satisfactory. And that 
was, as I say, from September to November of 1953. And we received 
a letter on November 25, 1953, from the Reresa Corp., reporting that 
corrections had been made of those nine ¢ omplaints. 
been received ? 

SrarF Director. You interpreted that letter to mean that they had 

Mr. Sarves. And had been satisfactorily completed. Because we 
did not after that receive any letters from those veterans that they 
were not satisfied. 
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Srarr Direcror. Then what happened / 

Mr. Sartes. Then we apparently—the records and my memory 
are not too clear exactly as to this—but in January of 1954 we 
received a letter from the Beresa Corp. that they were going to 
make, and in fact were in the process at that time of making, a 
survey of every house in the tract, which I believe at that time were 
158 houses. So apparently they had received verbal complaints in 
their office, as I understand it, from a lot of the veterans in the tract. 
And rather than to make this sur vey with their own personnel, they 
hired a man from the carpenters’ union here in Redding, a man that 
they asked the union headquarters to recommend as being a capable 
person, who would be impartial. And that man made a house-to- 
house survey, recording whatever he found or though was out of 
order, complaints, and ‘checking on those complaints, as to whether 
they were justified. And in February we received that report. 

Srarr Direcror. Do we know who he was? 

Mr. Sarugs. No, sir. 

Srarr Direcror. Were you saying there when I interrupted that 
the Veterans’ Administration got copies of his reports ¢ 

Mr. Sarues. Yes, sir. 

Srarr Direcror. Go ahead. 

Mr. Sarues. It took quite a while to make that survey. And we 
received the detailed report from the Beresa Corp. as a result of that 
inspection by this man from the Redding carpenters’ union—we re- 
ceived that letter in February 1954, which we later sent on as general 
information to our Washington office. 

Srarr Direcror. Now, was the letter that you received from Beresa 
in the nature of a report of the findings of this individual or was it a 
report and statement that there were certain findings and that they 
had been corrected ? 

Mr. Sarves. No, sir. That was a detailed report of the findings. 

Srarr Drrecror. Not a report of corrective action. It was not a 
report of corrective action from Beresa ? 

Mr. Sarves. No. It was a report of the findings, which they 
intended to go into and make corrections in accordance with that 
report. 

Mr. Wraver. Just one question: In regard to the chief appraiser, 
you mentioned that there were times that he might be inclined to 
waive the requirements? 

Mr. Sarues. That was the assistant chief, Congressman. 

Mr. Weaver. The assistant chief appraiser. Was your office aware, 
then, or has it since been aware, of any instances where he may have 
waived these specific requirements with Mr. Watson on this particular 
project ? 

Mr. Sarues. Yes, sir. Later on we were aware that he had waived 
certain requirements there and had so advised Mr. Watson that he 
had waived certain things. 

Mr. Weaver. What were those specific things ? 

Mr. Sartes. Mr. Sandow may know more of them. I happen to 
recall one that I heard of later, and that is what you were asking 
questions about, the proper height of tile around the tub, on which the 
requirement was 48 inches, and it was 34 or 36—I have forgotten. 
And Mr. Crabtree waived that requirement. 
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Mr. Weaver. Were there any others that you can recall? 

Mr. Sarzes. I don’t know. I will ask Mr. Sandow if he recalls 
any others. 

Mr. Sanpow. I believe there was one reference made to exterior ply- 
wood. And in that case it was the ceiling of the entrance porches. 
Mr. Watson called by telephone from his home in Chico. I told him 
the requirement was waterproof plywood. That was canceled. 

And I do understand, though—lI have been given to understand— 
since that incident that the Beresa Corp. has been using exterior-type 
plywood, which is waterproof. 

Mr. Weaver. Was the Beresa Construction Co. led to believe that 
they were proper in assuming that these requirements could be waived 
as far as their obligation was concerned ¢ 

Mr. Sanpow. No; I don’t believe that that was the case. I think 
it was a case probably of ignorance. Because waterproof plywood or 
five-sixteenths plywood is used extensively as ceiling coverage. And 
I think it was used in error. I will put it that way. But Inspector 
Watson did pick it up and phoned in and asked the question. 

Srarr Drrecror. And is it your testimony, Mr. Sandow, that the 
exception was granted by your office, that the builder was told that 
he could—— 

Mr. Sanpow. Well, the inspector was told. I don’t know the 
builder. 

Srarr Direcror. So the inspector was told that the exception could 
be made ? 

Mr. Sanpow. That is correct, sir. 

Srarr Drrecror. So there were those two things. Was the inspector 
told that the exception could be made in the height of the title, as Mr. 
Sarles mentioned ? 

Mr. Sanvow. I can’t answer that. <A letter was submitted, to my 
knowledge, I believe, of the exception. 

Srarr Direcror. You can’t tell us what V.A’s position is as of today ? 
Did the builder fail to meet the specifications which he filed, or did 
he not? 

Mr. Sannow. He failed to meet the specifications as filed. 

Srarr Dirrecror. And did he receive any subsequent dispensation 
that amended the specifications, from the Veterans’ Administration ¢ 

Mr. Sanpow. He received a notification that under the cirecum- 
stances, due to the fact that all this time was in, it would be waived 
in this particular case. 

Srarr Direcror. There was no adjustment made in the certificate 
of reasonable value in the houses on the basis of his failure to install 
the proper height of tile? 

Mr. Sanpow. I am not going to answer that, because I have nothing 
to do with the appraisal end of it. 

Srarr Direcror. Do you know, Mr. Sarles? Was there an amend- 
ment in the value of the property as a result of this exception ? 

Mr. Sartes. Not that I know of. In fact, I am quite positive that 
the valuation was not changed. And I am not clear as to why, at that 
time, because I didn’t know until some time afterward. 

It sticks in my mind, for some reason, that there was some other 
substitution that the builder made at that time, that in the opinion of 
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the Assistant Chief of the Appraisal Section it counteracted the 
waiver as far as value was concerned. I am not sure of that. 

Srarr Direcror. You have us up to the point now where this man 
recommended by the carpenters’ union had gone and made this recom- 
mendation to the Veterans’ Administration and to the builder of cer- 
tain things he believed should be done. Now, what happened? 

Mr. Sarues. Before we received that letter from the Beresa Corp. 
as to the report of the builder, our office received a letter from our 
Washington office that had been written by Mr. W. 8S. Price, at that 
time district commander of the American Legion for this district. 

No; Il am wrong on that. On February 3 Mr. Price had written a 
letter outlining general complaints about this subdivision to the de- 
partment service officer of the American Legion in San Francisco, 
and then that service officer sent the letter on to our regional office for 
reply. 

And I replied to that letter, stating that we would very much appre- 
ciate individual letters from veterans who had complaints on that 
tract so that we could determine who they were and what the definite 
complaints were. And, as I believe, Mr. Price’s letter referred to a 
group complaint letter, and we stated that it would be better for our 
office and all concerned if we would have the individuals. 

So in April, our office received a letter from our Washington D. C., 
office, which transmitted 59 complaints, signed by 59 individual vet- 
erans, that Mr. Price had gathered and written to the Administrator 
of Veterans’ Affairs in Washington, and then in turn that Mr. Higley, 
the Administrator, had sent those complaints to our office. And it 
was at that time, then, in the early part of May, May 2, 3, 4, and 5, that 
Mr. Sandow and I came here to Redding to check those houses with 
the intention of checking all of those complaints that Mr. Price had 
sent in, signed by these various veterans, to determine what those 
complaints were. 

Srarr Direcror. Then you make a spot check, then, or did you actu- 
ally accomplish a house-to-house survey ? 

Mr. Sarves. For 3 days we made a house-to-house survey of as 
many houses as we could inspect in that time. 

In our letter of May 13 to our Washington office, we were reporting 
to them in connection with this survey that Mr. Sandow and I made, 
May 3,4, and 5. 

Would it be agreeable if I would read these excerpts? 

Srarr Direcror. These excerpts are going to be the substance of 
what you found? 

Mr. Sarues. Yes, sir. 

Prior arrangements had been made with the Beresa Corp., the builders of this 
subdivision, and with the general manager and vice president of that corporation, 
to meet with their representatives for a preliminary discussion. The representa- 
tives from the Beresa Corp. and Mr. Price— 
whom we met in the Reading Hotel on May 3, the morning of May 3, 
and discussed this situation— 
accompanied our two representatives to the tract, and the house-to-house inspec- 
tion was then started. Twenty-seven houses were visited on Monday and Tues- 
day. It was found that with very few exceptions, which were minor, all of the 
complaints followed a general pattern. Some of these complaints were justified. 
Others were rather minor, although they could be considered as annoying to the 








he 


an 
m- 
-- 


*p- 
ur 
at 


re- 
at 
ite 
a 
ur 


at 
th 
ad 


se 


his 
on, 
ta- 


9 
Os. 


ec- 
es- 
he 
ed. 
he 


IRREGULARITIES IN LOAN PROGRAM IN CALIFORNIA 1243 


homeowners. The general pattern of complaints which our representatives con- 
sidered as justifiable were as follows: 

The kitchen sink in practically every house which was visited leaked around 
the outside edges where the ceramic tile overlaid the edge of the sink. Most 
of these sinks had been regrouted by the builder, but leaks had again developed. 
It was determined that these kitchen sinks had probably been improperly in- 
stalled. Also, the sinks were made of a light gage pressed steel and enamel, 
which was probably too light, and when very hot water was used in the sink 
the metal expanded and then contracted as it cooled off later, and this movement 
of the metal was sufficient to crack the grouting around the ceramic tile-bordered 
sinks. 


That was our opinion as to what was causing the trouble. 
eS 


Another complaint had to do with a structural weakness in part of the kitchen 
areas. The subfloor had been laid at a diagonal to the floor girders, instead 
of at right angles, which caused a span in excess of the minimum, in the area 
where the kitchen stove and refrigerator are located in each house. 

They were opposite each other—the stove and the refrigerator. 

In a few instances, this had caused a cracking of the asphalt tile on the 
kitchen floor in this area, plus a shaking of the refrigerator in some instances 
when anyone walked in that area, indicating a lack of proper support . 

In about 15 or more of the houses which have a gabled-roof elevation, some 
of the required bracing in the garage area had been left out, and there was a 
slight sag in the roofs over these areas. There were a few other specific correc- 
tions which were necessary in individual houses. 

That referred to some front doors which were warped, that didn’t 
fit properly, that we requested that they fix. At that time we referred 
to some cracked floors in the living room, cracked hardwood floors 
in the living room, to be replaced. And, as I recall, there was some 
nail popping at that time that we asked be fixed. 

Srarr Direcror. Did you comment on the painting at that time, Mr. 
Sarles ? 

Mr. Sartes. Well, there is one house. Now, this is what we re- 
quired after we talked with the builders, their representatives when 
we were here, and then we stopped at Chico on the way back. And 
this was the agreement, that is, the requirements we made on the 
builder which they agreed to at that time. 

Replace all leaking sinks with new cast-iron sinks which have a so-called lip 
on the outside of the tube sides and the back of the sink, which will prevent 
further leaking trouble. They of course will also repair resulting damage to 
the tile and drainboard. One tier of tile to be removed to install the new sink 
will be of a different color, because of the probable impossibility of matching 
existing colors. But the new color will be of sufficient contrast to be deemed a 
decorative feature. In the kitchen area the builders will install in each house 
in the tract an 8-foot length of 4-by-6 girder with two small 12-inch piers placed 
in proper relation to the girder to give additional support to the stove and 
refrigerator areas of the kitchens. 

The builder actually installed a longer length than eight. I be- 
lieve it was 12 feet. And he put in 3 piers instead of 2 piers. 

They also agreed to place an additional small pier directly under the hinged 
doorpost of the door from the kitchen to the dinette area. This needed sup- 
port will correct an inclination of several of these doors to sag and scrape the 
floors of the kitchen and dinette areas. The builders agreed to properly brace 
the garage areas and remove the slight sag from each garage roof. 

Mr. EpmMonpson. Mr. Sarles, could I interrupt at this point? Was 
that agreement made as to all the houses in the unit, or to just those 
on which you had the complaints / 
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Mr. Sartes. No, sir. This referred to every house of the 158 in 
which this situation would exist. Every house. They were to check 
the sinks and replace, or if not necessary, properly repair. 

Mr. Epaonpson. In the case of the bracing for the kitchen floor, 
was that done in every house ? 

Mr. Sarues. In every house; yes, sir. And the garage roof, the 
proper bracing of the garage roof, was to be done in every house. 

Mr. Epmonpson. I see. 

Mr. Sartes. Then we spoke of a— 


bad drainage situation which involves 4 houses in this tract, in that all of the 
surface and underground drainage of surrounding higher lots has saturated the 
lots of these 4 properties, causing malfunction of the septic tank installation 
on these 4 properties. The Beresa Corp. has hired the services of a qualified 
registered engineering firm to study this situation. This engineering firm has 
drawn plans which they believe will correct this situation, but of course cannot 
guarantee that it will. The Beresa Corp. stated that they will make an earnest 
attempt to cure the existing drainage problem. The Beresa Corp. has agreed to 
make corrections in specific homes where needed, such as the repainting of one 
entire exterior of a house because of a very unsatisfactory original paint job. 

That one house, the rear of that one house—when they painted the 
trim, they had spilled a lot of that dark trim paint on the walls and 
had made a botched job, so we asked them to repaid that one house. 

They will repair a front door on one of the houses which had been damaged 
by one of their repairmen and will adjust an interior door in one of the houses 
and a front door on another house. They also agreed to make other minor 
corrections Which were necessary in any of the houses. 

And that was the result of that inspection the first 3 days of May. 

Starr Director. Mr. Sarles, they agreed to make other minor cor- 
rections as determined by them, or as determined by the Veterans’ 
Administration, or by whom / 

Mr. Sarzes. No, as called to their attention by the homeowners, as 
they entered. 

There were some interior doors that were warped. 

As I recall it, at that time there were 3 or 4, at least 3 front doors 
replaced or fixed, that I recall. 

Starr Director. Was it your impression that Beresa was going to 
accept or work with the homeowners on receiving these complaints 
and make an effort to work out each individual house to mutual satis- 
faction ? 

Mr. Saries. Very definitely; yes, sir. 

Mr. Weaver. Mr. Sarles, in connection with the bracing of the roof 
that had to be done, and the garage work, these plans were submitted 
to your office before they were O. K.’d; is that correct ¢ 

Mr. Sartes. Yes, sir. 

Mr. Weaver. Would you say that the plans were not drawn up cor- 
rectly, so that they were O. K.’d by your office; or were they specific 
requirements that were waived by the inspector on this bracing propo- 

sition ¢ 

Mr. Sarves. Tam not sure on that point. I will ask Mr. Sandow to 
express his opinion. I am ine a to think that they weren’t. 

Mr. Weaver. In other words, I am wondering whether that was a 
deficiency in the plans anes 

Mr. Sartes. I will pass that on to Mr. Sandow. I don’t believe so. 
I think it was a case of where they weren’t braced in accordance with 

the plans. But Mr. Sandow may know. 
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Mr. Weaver. That is what I wanted to know. Were they braced 
in accordance with the plans, or were they not / 

Mr. Sanvow. I can’t answer that question, because I believe there 
is no section through the building in those plans. So under the 
normal procedure of house construction, the superintendent would 
lay out a pattern of bracing. We are supposed to have a section 
through the entire house from ground to ridge. I believe in the plans 
that we had in our file—I don’t believe that sheet isin there. Iam not 
certain without looking at the plans. 

Mr. Sarves. I would like to make a further statement, if I may, in 
connection with a remark that was made earlier this morning con- 
cerning that drainage situation, which I referred to in this letter. 
There were 4 houses all ina row, 3 in 1 block and 1 across on the op- 
posite corner. When that plan was submitted by their engineers for 
correcting that drainage situation—which admittedly was bad—the 
statement of the engineering concern and the builder was: “It is be- 
lieved that this will work and correct the drainage situation. How- 
ever, we cannot guarantee that it will, but we will do our best to cor- 
rect it.” 

The first time that was submitted to the four veterans concerned, 
the builders signed a statement that they would let them on the prop- 
erty to take this corrective action, but would sign a release that they 
wouldn't hold the builder liable if that didn’t correct it. 

We didn’t like that, so in our talk with the builders at that time, in 
their Chico office, we asked them to take that statement out; that we 
didn’t believe that they would be able to get any veteran who would 
sign off, that they wouldn't make any further complaint if it didn’t 
work. So they agreed, and stated that they would do so. 

I haven’t any record here as to ex: actly what happened, but as my 
memory serves me, 2 of the 4 allowed the builder to go in and take 
the corrective action, and we have heard no further trouble from those. 

As I recall, two others were not satisfied with that. And one of 
them, I know, got an attorney to represent him and was going to have 
that attorney take the matter up with the builders. 

Now, that was the gentleman—I have forgotten his name— 
witness this morning, who was the one. Because I received a letter 
from his attorney notifying me that he was going to take it up with 
the builder. 

When that happens in our office, we step out of the situation. Be- 

cause he has hired an attorney, and we feel that we shouldn’t take any 

action which would interfere with the attorney on either side. And 
we as a rule step out until such time as it is settled, or if it can’t be 
settled and it is agreed by the attorneys on each side, we will step back 
in again. 

Well, that is the last I ever heard of that case, and I frankly haven't 
the slightest idea now how that was settled. 

Mr. Epmonpson. On that point, did you receive a letter concerning 
the attorney after you had told the veteran to take no further action 
until he heard from you further? Or was it before that? 

Mr. Sarues. As I can recall, I think I told that veteran that day, 
when I was talking to him on the lot, about this statement that he 
was to sign. He “objected strenuously to signing that statement. 
And as I remember, I said, “Don’t do anything toward signing that 
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statement until you hear from me, because I am going to get them 
to try to change that”—which they very readily agreed to do when 
I talked to them about it. And frankly, I really don’t remember. 
I can recall having a telephone conversation with the veteran after 
that, but I just am not too clear as to whether I told him that, that 
they had agreed to take that statement out, and that we felt that was 
a reasonable thing to sign, then, after that. I know I didn’t write 
him. 

Mr. Epmonpson. In line with your policy that you explained a mo- 
ment ago, you probably wouldn’t have been out there after the 
receipt of a letter from an attorney, so the letter of the attorney 
must have come after your visit at his place; is that right? 

Mr. Sarues. Oh, it did, sir. It did. And it came after the con- 
versation that I had had over the telephone about that. 

Mr. Weaver. On this bracing proposition, in view of what hap- 
pened on these houses, do you now have your plans and specifications 
in detail enough so that you can see ahead of time how the con- 
struction is planned in that respect ? 

Mr. Sarues. Yes, sir; our procedure is so strict that we want all of 
the details before we will issue it. 

Mr. Weaver. But you did not require that at the time these houses 
were built ? 

Mr. Sartes. You see, I am not in the actual operation of that ap- 
praisal section, and I don’t know, but I am inclined to think that 
we had the plans and specifications in our office—in fact, I know we 
did, before we issued the certificate of reasonable value. 

But I am inclined to think this; that we assigned Mr. Watson as 
the inspector on that job, so that they could get started, before we had 
finally approved the plans and specifications, to make his first in- 
spections. And I am quite sure that was the status on that care; 
that we had not yet finished our checkup on it and approved those 
specifications to the point of issuing our certificates of reasonable 
value, before Mr. Watson was assigned to that job to start his in- 
spections. Iam sure that was the status. 

Mr. Jenkins. I would like to ask a question along that line. 

You made the statement just now that your office made it a policy 
that whenever a veteran employed an attorney you stepped out of the 
picture and let the pursue it along the legal lines. Is that correct? 

Mr. Saries. That is pretty generally so; yes, sir. 

Mr. Jenxrns. Mr. Sarles, isn’t that kind of doing an injustice to 
the veteran? Shouldn’t you cooperate with the attorney and move in 
and help him get things corrected, rather than just taking a back seat ? 

Mr. Sarues. If the veteran is requiring compliance with the mini- 
mum property requirements, we support the veteran. But in most 
cases, in fact, every one that I can remember, that a veteran hires an 
attorney, he is wanting more than the minimum property require- 
ments, either a greater amount in damages, or he is insisting on some- 
thing that exceeds the MPR’s that usually were questionable as to 
whether it is a just thing or not. So we let the attorneys try to 
settle it. And usually—we had a fairly recent case where it dragged 
out considerably, and we finally stated to the buider that he had to 
comply with these requirements that we had set up originally, before 
it ever got into a hassle with the two attorneys. And it finally ended 
up—it had to do with a driveway to the house—that it was done 
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greatly in excess of the MPR’s, of which the veteran paid part and the 
builder paid the balance. 

Mr. Jenkins. Going back to that list which you just read to the 
committee of the deficiencies that you found through your survey in 
the first few days of Minipe=an comparing that with the list that Mr. 
Kirby made, I notice that there are quite a few items that you did not 
include. How do you account for that ¢ 

Mr. Sarves. Yes; that isso. There are a lot of things that we did 
not include and did not observe that were in the Barry-Kirby report. 

Mr. Jenkins. Getting to the Barry-Kirby report, you have natu- 

rally reviewed that and | compared it with your files that you have in 
your office. Do you find anything on the Barry-Kirby report that is 
not factual ? 

Mr. Sarues. I don’t understand exactly what you mean by “do we 
consider not factual,” Mr. Jenkins. 

Mr. Jenkins. Well, Mr. Sarles, you made a list and had certain 
items that were on your list. Mr. Kirby made a list and included 
quite a few more than you did. My question is: Are there any of the 
items included on the Barry-Kirby report which your office deems 
not factual or that should not have been done by the builder—cor- 
rected by the builder? 

Mr. Sarues. There were some items on that list that were submitted 
in the Barry-Kirby report that were decided at a conference later— 
in fact, on February 11, 1955, last February—in the San Francisco 
office, Veterans’ Administration, which were eliminated from the 
Barry-Kirby report as a requirement for the builder. 

Mr. Jenxrins. That is true. But getting back to the original ques- 
tion, Mr. Sarles- 

Mr. Sares. In case that is what you are referring to. 

Mr. Jenxins. I am referring to these items listed on this Barry- 
Kirby report, not anything that was waived later. Do you in your 
own opinion know of any items on this list that should have been 
waived—that are not the responsibility of the builder / 

Mr. Sartes. That should have been’ There is 1 item on that 
Barry-Kirby report—I have a copy of it here—in relation to the 
painting of + houses. I think that was mentioned in the Barry-Kirby 
report. At the time that we saw those houses, in May, we didn’t 
consider that it was an essential item to have any except that one 
house that was daubed up badly—sloppily painted—we didn’t con- 
sider it essential to have any of the others painted. 

Mr. Epmwonpson. As a matter of fact, it is this list of six where 
they wanted to repaint the buildings. 

Mr. Jenkins. With the exc eption of the painting, how about the 
rest of the items, Mr. Sarles? 

Mr. Sares. Offhand I would say that, as I recall, the rest of the 
items were considered reasonable requests. There were some excep- 
tions made to that at a meeting later. 

Mr. Jenkins. Mr. Sarles, you mentioned just a moment ago that 
some of these items were waived in a conference later on. \Yould 
yon explain to the committee about this conference and who was there 
wnd where it was held ? 

Mr. SARLes. This conference was a result over a period of several 
months. Our San Francisco office sent a letter to the Beresa Corp., 
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dated August 27, 1954, in which we enclosed what I refer to as a 
chart, in the Barry-Kirby report, which required these 18 different 
things to be done to these various houses, listed by names and ad- 
dresses, plus several, 7 or 8, special items to be done to special houses. 
We sent a copy of that in our letter of August 27 to the Beresa Corp., 
requesting that they comply with the Barry- Kirby report in every 
detail, and to notify us when they had intended to start, so that we 
could designate an inspector to make inspections as the progress of the 
improvements was going on. 

And in November, November 1, we received a very lengthy letter 
from the Beresa Corp., treating this Barry-Kirby report item by 
item, as to what things they very definitely readily agreed to do. 
Other things they took some exception to, feeling that per haps it was 
unjust or for some reason they took exe eption, and requesting that 
reply be given consideration before they were requested again to 
comply in detail. 

That letter was sent on to our Washington office in the early part 
of December. And then the W ashington office sent the letter back, 
the reply of the Beresa Corp., with no comment. 

In the meantime, the Beresa people had talked with us, as I recall, 
in the office, about the possibility of talking with someone in Washing- 
ton about this Barry-Kirby report, so that they could present in full 
their thinking on this matter. And finally, as I recall the first part 
of January, they requested a conference with the Administrator, 
Mr. Higley, back in Washington, to discuss this situation. 

They didn’t have any immediate reply. But in the first part of 
February of this year they received notice that Mr. Stone and Mr. 
Novotny, from our W ashington office, were to be in Los Angeles on 
another matter, in fact a conference of managers of regional offices 
in this area, and they would be in the San Francisco office on Feb- 
ruary 11 and would be glad to have a conference with the Beresa 
people over this matter, “about this matter. That is what brought 
on that conference. 

Mr. Jenxrns. Now, Mr. Sarles, let’s go a little further. This con- 
ference I believe was held on February 11, was it not ? 

Mr. Sarues. Yes, sir. 

Mr. Jenkins. In the manager’s office ? 

Mr. Sarues. Yes, sir. 

Mr. Jenkins. Who was present at this conference ? 

Mr. Sarves. There were two of the Mr. Reilleys, Mr. R. E. and 
Mr. R. J. Reilley, of the Beresa Corp., and State Senator Reagan, 
representing the Beresa Corp. I think—in fact I know—he is their 
attorney. And Mr. Claire Hill, who is president of an engineering 
concern that handles considerable engineering work in northern 

California, who reviewed the plans, and in fact is hired by the Beresa 
Corp., I think, to draw the plans for all if not most of their tracts. 

Then the acting regional manager, Mr. Carlson, at that time. Mr. 
Corbitt, the present manager, was sick in the hospital at that time. 
And Mr. Stone, from W ashington, Mr. Novotny, who is chief of the 
field operations, Mr. Monk, who was merely there from W ashington, 
the VA man, because he had been in the Los Angeles office when we 
were just sitting in. Then there was Mr. Kirby, from the area office, 
who was there, and Mr. Schroll, who was chief of the appraisal section, 
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and Mr. Sandow. And I was there, representing the regional office 
of loan guaranty. And then part of the time Mr. Orion, who is 
director of the area office in San Francisco, sat in. He sat in part of 
the time. 

I believe that covers most of those that were there. 

Mr. Jenkins. Then to recap, you had a representative from the 
central office in the person of Mr. Stone. You had representatives 
from your regional office there. You had the builder and his attorney 
there. And Mr. Kirby of the area office and part time the manager 
of the area office was there. 

Mr. Sarues. Yes, sir. 

Mr. Jenkins. Did you have any representatives whatsoever of any 
veterans from Layton Oaks at that same conference ? 

Mr. Sarues. No, sir. 

Mr. JeENKINs. Now, then, you went into that conference, and that 
conference was as a result of the builder, to talk about the Barry-Kirby 
report, wasn’t it? 

Mr. Sarues. Yes, sir. 

Mr. Jenkins. Asa result of that conference, what happened? What 
was accomplished in that conference, generally, before we get into 
detail ¢ 

Mr. Sarues. Yes. The Barry-Kirby report was gone over item by 
item in detail from 1 through 18. And a general discussion was held 
on the various items, and a decision was m: ade at that time as to what 
would be complied with, and there were some items that were waived, 
after a discussion with the builder, opinions of the regional office, 
opinions of the Washington representatives, and so forth. 

Mr. Jenkins. In substance, then, Mr. Sarles, you went over the 
report that you made; you went over the Barry- Kirby report, item 
by item. 

Mr. Sarixes. Yes, sir. 

Mr. Jenkins. And you at that conference told the builder, “Well, 
you don’t have to do certain items.” Is that it? 

Mr. Sartes. That was decided, which was confirmed by a letter that 
our Office wrote, of February 18. 

Mr. Jenkins. We have a copy of a letter here, Mr. Sarles, that is 
over the signature of the regional office, addressed to the builder, 
dated February 18. 

Mr. Chairman, could we place a copy of this letter in the record ¢ 

Mr. Epmonpson. Is there objection ? 

Without objection, then, that letter will be made a part of the record 
at this point. 

(The letter referred to is as follows:) 


Fesruary 18, 1955. 
BERESA, INC., 
Municipal Airport, Chico, Calif. 

GENTLEMEN: This letter will confirm the understanding arrived at during the 
conference Friday afternoon, February 11, 1955, at the Veterans’ Administration 
Regional Office, 49 Fourth Street, San Francisco, Calif., between representatives 
of Beresa, Inc., and the Deputy Administrator of Veterans’ Benefits, Mr. Ralph 
H. Stone, his staff and officials of the San Francisco regional office. At this con- 
ference each item of the Barry-Kirby report was taken up in order, and a deter- 
mination was reached as indicated below. 

We shall refer to the items set out in the Barry-Kirby report as items 1 
through 18. 


68299—55——-4 











1250 IRREGULARITIES IN LOAN PROGRAM IN CALIFORNIA 


Items 1, 2, and 3 will be completed by you, as indicated, in all instances where 
this has not already been done. 

Item 4, “Repair roof,” is to be eliminated, provided no leak exists which was 
the result of improper roof construction. 

Item 5, “Tab down roof shingles,” is to be eliminated. 

Item 6, “Brace roof,” is now being taken care of by you and will be completed 
throughout the tract. 

Item 7, “Replace poor siding and repaint,” will be subject to the review of Mr. 
Sandow and Mr. Hill. It will include both the siding on the front and the gable 
ends, subject to your agreement. It is understood that where defective boards 
in house siding or gable ends need to be corrected, it will be taken care of upon 
agreement of Mr. Hill and Mr. Sandow, even though the house does not appear 
on the Barry-Kirby report. 

Item 8, *’Repaint buildings,” will be omitted in its entirety. 

Items 9, 10, and 11, wherever they occur, will be corrected. 

Item 12, “Reshim floor area of the house,” will be checked by Mr. Sandow and 
Mr. Hill, and wherever necessary will be taken care of by you. 

Item 13: “Recaulk, reputty, and repaint windows,” will be eliminated. 

Item 14. “Replace scratched glass,” is a matter which is to be left to the 
decision of Mr. Sandow and Mr. Hill, and it is understood that in any case 
only the most noticeable scratched glass in any of the front rooms of the house 
will be replaced. 

Item 15. “Refit front doors and make waterproof,” will require thorough 
inspection by Mr. Sandow and Mr. Hill, and whatever repairs or door replace- 
ments are deemed necessary will be made by you. 

Item 16. “Repair asphalt title floors in kitchen.” It is our understanding that 
ua representative of your office will individually interview each of the owners and 
make a sincere effort to work this item out in a manner satisfactory to the 
ewner. As a solution is arrived at in each instance, this office will be advised 
in writing. 

Item 17. “Repair and recaulk ceramic tile in kitchen and bath,” will be 
eliminated, except that a particular check will be made on the house at 1116 
Second Street to check the bowed base tile for correction. 

Item 18. “Replace split boards in hardwood floors and refinish,” will require 
particular attention by a representative of your office, and it is our understanding 
that only the worst split Moors will be replaced. This should be through an 
agreement with the homeowner and again this office should be advised of the 
solution arrived at in each instance in writing. 

The following special items will be checked by both Mr. Sandow and Mr. Hill 
und the decision arrived at by them will be considered final : 

1002 Third Street: The walk along the garage will be checked, as it appears 
2 settlement has occurred. The proper method of solving this will be determined 
and necessary action taken. This may entail the installation of a retaining wall 
or some other means of holding the bank, as well as possible removal and re- 
placing of this walk. 

10183 Second Street: This is a small item entailing the filling in around an 
electrical outlet in one bedroom and will be taken care of by you. 

1100 Second Street: The wallboard in one bedroom required attention and will 
be taken care of by you. 

1102 B Street: A check will be made of certain cracked members of the kitchen 
cabinet located in the area below the sink. The necessary repairs will be de- 
termined by Mr. Sandow and Mr. Hill. 

Investigation by Mr. Sandow on a previous instance indicated that the bearing 
partitions, inspected by him, were approximately 12 to 16 inches off the line of 
piers. It appears that your investigation does not bear out this fact in all 
houses. It is our understanding that in all instances where the bearing par- 
tition is more than 6 inches center to center off this line of piers, additional 
supports will be placed as required. 

1100 A Street: Mr. Sandow’s inspection discloses that the plumbing connec- 
tion to the laundry tray and the kitchen sink is improper, causing the water 
from the kitchen sink to drain into the laundry tray and not into the septic 
tank. This is caused by an improper fall in the drain line. This item will be 
corrected by you. 

It is to be understood that with the exception of the item of roof repair and 
the items of foundation support, all matters above referred to will have ap- 


plication to only those 69 houses inspected by Mr. Barry and Mr. Kirby and set 
out in their report. 
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It is further understood that Mr. Sandow and Mr. Hill will make personal 
inspections of a representative number of houses in Burney to ascertain that 
the bearing partitions have proper support. It is understood that, if a settle- 
ment is observed, additional supports will be placed under these bearing parti- 
tions to provide sufficient support. 

An investigation will be made of the roof construction to determine that the 
collar beam is properly placed to provide maximum support. If it is deemed 
necessary, this beam will be moved, or additional member will be installed. 

This letter revises our previous letters of January 19 and February 8, 1955. 
In accordance with your telephone conversation, Mr. Sandow will meet Mr. Hill 
in Mr. Hill's office on Tuesday, February 22, 1955, in order to accomplish the 
actions indicated above. 

Very truly yours, 
Cc. V. CARLSON, 
Acting Regional Manager. 

Mr. Jenkins. Mr. Sarles, it goes on to say that items 1 through 18 
were discussed ; that items 1 through 3 will be completed by the builder. 
Is that correct ! 

Mr. Sarues. Yes, sir. 

Mr. JENKINS. Then it comes to item 4, about the repair of roof 
leaks, What was decided on that! 

Mr. Sartes. It was decided that some of those in the discussion— 
it was brought out that a few of the roof leaks were caused by installa- 
tion after delivery of the houses to the veterans of a cooling system 
on top of the roof, and some of the leaks were around that ‘installa- 
tion, which was considered not the fault of the original builder but 
of the installer of the water cooler or air cooling system, and that 
therefore it was the responsibility of the individual who ordered that 
work done to have it repaired. But any leak of a roof that was the 
result of improper roof construction would be repaired. And—lI’ve 
forgotten. There were very few of that nature, weren’t there? 

Mr. Sanpow. There were a few that showed up in the garage area 

Mr. Jenkins. Mr. Kirby reported here this morning that due to 
the inadequate bracing, especially in the garage area, it had dev eloped 
cracks and leaks in certain roofs. Isn’t that correct / 

Mr. Epmonpson. He said there had been a separation, didn’t he? 

Mr. JENKINS. Yes; resulting in roof leaks, 

Mr. Sarzes. I would like to have Mr. Sandow answer that. He is 
a construction man and would know more about it than I would. 

Mr. Sanpow. Would you please repeat your question ? 

Mr. Jenkins. Mr. Sandow, with the exception of leaks around the 
air cooling system that Mr. Sarles just mentioned, there weve other 
leaks reported, such as leaks between the garage and the main part 
of the house, as a result of the inadequate brac ing; isn’t that correct ? 

Mr. Sanpow. No, I wouldn’t say that was correct. The report that 
we got: There were some leaks in the roof of the garage, When I 
got out to the job—I don’t recall the exact date, but the early stage 
of our ag: preg a we tried to determine from the occupant of the 
building if they had a leak in the garage, and if so whether they 
could tell us where. 

Well, this was in May, and it had been quite some time since there 
were rains. One, Goanbly two of the occupants could say, “Well, 
yes, it is up in the hip.” We weren't able to say where. We didn’t 
know where. 
__ I suggested then that the builder be notified that at the next rains, 
if there were any leaks, they be taken care of. That was about the 
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only way we could determine. When the rains came, then you would 
find the leak. But as to the leak being near a wall of the garage 
due to defective bracing, that is the first it has been called ‘to my 
attention, and I don’t see how it could happen. 

Mr. Jenkins. Mr. Kirby makes a report in here, and he lists cer- 
tain leaks, roofs that needed repairing due to leaks. 

Mr. Sanpow. If I am not mistaken, he said “repair roof.” 

Mr, Jenxtns. Repair roof. 

Mr. Sanvow. Well, where it isn’t definitely set forth where the 
repairs shall take place, the only thing we can do when we get on the 
job is ask where the leak is. 

Starr Director. Did you ask Mr. Kirby to tell you what he had in 
mind? Was Mr. Kirby given an opportunity to say what he had in 
mind when he said “repair roofs?” 

Mr. Sannpow. I don’t recall whether he was given an opportunity 
or not. I think he was. 

Mr. Epmonpson. There are two different things, Mr. Sandow. You 
don’t recall of your own memory whether Mr. Kirby was asked to 
discuss in detail what he meant by these roof leaks and justify his 
report on repair of roofs. Do you recall that? 

Mr. Sanpow. No; I don’t recall that, sir, whether he was asked 
specifically. I don’t recall whether he was or not. I think he could 
answer that question. He is right here. 

Starr Drrecror. Mr. Kirby, did you hear the question ? 

Mr. Krrry. Yes; I did. 

Srarr Direcror. Were you permitted or requested or asked to de- 
fend your report, particularly with reference to the item “repair roof” 
which is marked on numerous houses # 

Mr. Krrey. As I recall the discussion that took place at that time, 
it was to be left to the men who went into the field to follow up on this 
report, as to the extent of the repair. Primarily the roof leaks were 
developing because of a break in flashing, and partly they were at- 
tributable to probably a lowering of rafters because of lack of adequate 
bracing. 

Srarr Direcror. Well, the implication seems to be, from the testi- 
mony, Mr. Kirby, that apparently you went there and were able to 
identify the houses where you saw this failure, but Mr. Sandow’s testi- 
mony would indicate that they couldn't make that same finding, that 
all they could do was just wait until it rained and hope they could 
see the leaks. And, as a result, apparently, the item “repair roofs” 
was compromised in this conference. Is that the way you under- 
stand it? 

Mr. Krrsy. No; I didn’t understand that it was compromised. I 
understood that where they found leaks they were going to repair 
them. 

That is correct; isn’t it, Mr. Sandow ? 

Mr. Sanvow. That is correct, but we weren’t able to determine 
where the leaks were, on account of rain. 

Mr. Kirsy. But there were houses listed that had had leaks in the 
roof. 

Mr. Weaver. In other words, the determination came from the indi- 
viduals themselves ¢ 
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Mr. Kirsy. That is right. And there were some water marks anc 
there were attempts to reflash in many instances. 
Mr. Jenkins. This question about eliminating work on the roofs: 
Is the builder today relieved of any responsibility for repairing leaks 
in those roofs that are a direct. result of what Mr. Kirby just said, 
excluding the installation of the air-conditioning units? 

Mr. Sarues. No, sir; [“would say not. 

Mr. Jenkins. The builder is still responsible and, if these veterans 
have a rain out here and have a leak in the roof, the builder has to go 
back and fix it. Is that correct / 

Mr. Sarues. If it can be determined that that leak in the roof is not 
due to normal wear and tear, which it wouldn’t be, in my opinion, at 
this time, and was not due to this installation of the water cooling, 
yes, our office would take the view that that installation should be 
repaired by the builder, if there is a leak. 

Mr. Jenkins. Let’s go to item No. 5. It says: 

Tab down roof shingles was to be eliminated as unnecessary. 

You heard Mr. Kirby make the statement here that he drove around 
the project this past week and, in his opinion, there are still some 
roofs that need that tabbing down due to the wind and sun, and so 
forth. Why was that eliminated / 

Mr. Sartes. Well, it is my opinion that that is a difference of opin- 
ion between Mr. Kirby’s report and the general discussion which we 
had at that meeting. It was our belief that the minimum property 
requirements do not require tabbing of the shingles in areas except 
where it is shown as an excessive wind area, and we do not consider 
this area as being an excessive wind area; and it just wasn’t necessary 
to tab down those shingles. 

Mr. Jenkins. Do you require tabbing down of shingles today in 
the new projects? 

Mr. Sartes. I will pass that on to Mr. Sandow. I am not sure. I 
don’t believe so. 

Mr. Sanvow. No, we do not; except it be in a known wind area. 

Mr. Jenkins. Taking item No. 7, it says in there: 

Replace poor siding and repaint would be subject to review by regional-office 
technicians and specific details decided upon. 

Now, Mr. Kirby and Mr. Barry said certain houses had siding 
that should be replaced and repainted. Why was the burden of proof 
of that shifted from the Barry-Kirby report to your office / 

Mr. Sartes. I have forgotten, or I don’t recall, the discussion on 
that point. This I do recall in regard to that replaced siding and 
repainting: That it was to be determined by a representative from our 
office and one from the builder's offices as to what was considered a 
cracking of the siding and needing paint of that siding to such a de- 
gree that it should be replaced. 

Now, there were several of them that I recall that were required to 
be replaced, and it just looked very bad. As to others, there were 
very minor cracks and we considered that as not being essential enough 
to require replacing. And I think that is why that arrangement was 
made, 

Mr. Jenkins. Mr. Barry and Mr. Kirby listed certain houses here 
that they considered needed it. Why wasn’t that followed through? 
Why were they allowed to say “We don't need it” a year later / 
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Mr. Sares. I really don’t recall that part of the discussion. I am 
Sorry. ml step eng 970% 

Mr. Jenkins. And along with that, item 8 ties in with it. He 
says: 

Repaint buildings to be eliminated as being a maintenance item. 


I believed you testified you found one house that needed nepanee 
due to splashing the paint. Have you been out on that project 
recently / 

Mr. Sarues. I haven’t been out there since last May. We have had 
several representatives from our office that have been there since that 
time. I know the last inspection made by our office was in May of 
this year. 

Mr. Jenkins. Well, Mr. Sarles, one of the houses out there, for in- 
stance, has a front with boards that have a lot of knots. Those knots 
were apparently not treated, as Mr. Kirby stated. The paint has 
come off of them. That house is in dire need of paint. If these facts 
I have just mentioned are true, wouldn’t you say it would be the 
responsibility of the builder to repaint that part of the wood, because 
he didn’t do a good job in the beginning ¢ 

Mr. Sares. I don’t quite go along with you to that full extent, Mr. 
Jenkins. Those houses have now been occupied 3 years or a little over. 
This area is terrifically hard on paint surfaces, and I would consider 
that probably in most cases a maintenance situation. Because as I 
understand in this area, due to the excessive heat, and very hard rains, 
and coolness in the winter, it is very hard on the paint. 

Mr. Jenkins. You have the authority granted you by Washington 
in areas like this to require a special type of paint in order to meet 
those climatic conditions, don’t you ? 

Mr. Sarues. I believe we would have; yes, sir. 

Mr. Jenxtns. You didn’t do it in this case; did you? 

Mr. Saries. No, sir. It was our first experience in this area of 
a tract up here, and my personal opinion at this time, and at that 
time in May, in May 1954, when we were inspecting, was that they 
undoubtedly met the minimum requirements as to the number of coats 
and undoubtedly met the minimum specifications, but I didn’t con- 
sider that it was a good paint job, at that time. But it was a passable 
paint job. 

Mr. Jenkins. One more question on this painting of houses. Mr. 
Kirby’s report lists some 7 or 8 houses that in their opinion should 
be repainted. In this conference that was entirely eliminated; is that 
correct ¢ ' 

Mr. Sarues. Yes, sir. 

Mr. Jenkins. Item No. 14 says: 

Replace scratched glass would be subject to review by regional-office techni 
cians and specific details decided upon. 

Now, you made a statement here that back in the beginning of this 
project you received complaints that certain scratched glass was being 
used, and you sent one of your salaried men up here to make a survey 
of it. Then when Mr. Kirby was here, he made a list of many of the 
houses that had scratched glass in it. And yet in this report you say 
that is to be eliminated and subject to review by your office. Why? 

Mr. Sares. The reason for that was at that time they had been 
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occupied over 2 years, 2 to 214, and there could and possibly would be 
scratches on glass that were a result of occupation of the houses, 
youngsters scratching things. So that we felt that the reasonable 
thing to do would be to have those houses, those windows, looked at. 
And if it was just a minor scratch, a small scratch, not to require the 
builder to replace that glass, but if it was obviously badly scratched, 
yes, the builder should replace those. And a large number of them 
were required to be replaced on the front of the house, and in quite 
a few instances at the back of the house. 

Mr. Jenkins. But the item of scratched glass had been brought to 
your office’s attention back in the beginning of the project, just when 
it was completed ¢ 

Mr. Sarves. And as I recall, there was quite a lot of that glass 
replaced at that time. But I have no proof in my file that that was 
actually so. But as I recall, that was. At the time, our man from 
our office reported scratched glass. 

Mr. Jenkins. At this conference, though, they said, “We are going 
to let these regional office people decide w thether that was scratched in 
the beginning or whether some child scratched it 3 years after it was 
in.” Isn't that what it amounted to? 

Mr. Sarues. No, sir. It was to determine, in looking over a house, 
if the windowpane was really badly scratched, where there would be 
no question that it wasn’t done by the occupant of the house; yes, that 
would be replaced. Now, if there would be some glass that had a 
minor scratch in one corner, down low, where it could have been 
reached by a youngster with a toy, or something like that, and it was 
not. badly scratched, no, we wouldn't require that. But if it was quite 
badly scratched, up to where it was very obvious that it wasn’t done 
by an occupant, yes, that would be replaced. 

Srarr Direcror. But in any instance, you weren’t willing to stand 
on Mr. Kirby’s report, here, which lists house by house scratched glass 
which in his opinion was proper. You weren't willing to stand on 
that report ¢ 

Mr. Sartes. Not at that point. I think the general feeling in the 
discussion was that that was—I don’t know what is the word—maybe 
just a bit unreasonable to require the replacing of every pane of glass 
that had any scratch on it. 

Mr. Jenkins. He didn’t list every house, of course. He listed only 
certain houses with scratched glass. So the conclusion was that Mr. 
Kirby had not exercised a reasonable attitude in listing these houses 
in the first place. 

Mr. Saries. Well, I don’t know that that was our attitude at that 
time. But we thought that it could be determined by someone from 
our office going up there with an open mind, that anything that he 
determined to be a badly scratched glass, he could say, “Yes, that is 
to be replaced.” 

Mr. Jenkins. Did you or anyone at your office determine that you 
wouldn’t pay attention to scratched glass on the backs and sides but 
you would concentrate on the fronts! 

Mr. Sarues. Yes; I think that was the general decision at that 
meeting, that the panes on the fronts of the houses would be replaced, 
but unless it was quite bad the back panes or sides would not be. But 
there were several of the back ones that were badly scratched and were 
replaced. 
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Mr. Jenkins. Well, I would just like to make this observation, in 
closing this matter on glass: Mr. Meadows and myself, with your 
inspector—we were out with the veterans, and they still have scratched 
glass in the fronts of their houses, on the picture windows, that has 
not been replaced. 

Let’s go to item No. 15. 

Refit front doors and make waterproof would be subject to review by regional 
office technicians and specific details decided upon. 

Again, that is similar to the others, Mr. Sarles. First of all, don’t 
your minimum property requirements require that the builder make 
the building watertight and weatherproof ? 

Mr. Sartes. Yes, sir. 

Mr. Jenkins. Well, then, if you have a front door where you can 
push a pencil around it and push a piece of paper or a newspapcr 
under it, would vou consider that weathertight and waterproof ¢ 

Mr. Sarxes. No; I do not. 

Mr. Jenkins. Mr. Kirby listed several items that he believed should 
be repaired and replaced. How was this eliminated so that you could 
so decide on it some 3 years later ? 

Mr. Sartes. I don’t remember that item. I will ask Mr. Sandow 
to comment on it, because he actually made that inspection at that 
time. That is, later. 

Mr. Sanpow. When you speak of this item 15, “Refit front doors 
and make waterproof,” this says— 
will require thorough inspection by Sandow and Hill and whatever repairs or 
replacements deemed necessary will be made by you— 
meaning the Beresa people. We went to the houses where the doors 
were listed in the Barry-Kirby report. Some of the doors were im- 
properly fit. They were too narrow. In one case, as I recall, we 
found a jam that was improperly set. In fact, it was out of plumb— 
and there was a lot of space. In several other instances we found 
cases where the doors had been terrifically abused by the occupants, 
in slamming, windblowing, or what not. So we tried to be fair in 
the adjustment of it, and we went to the fact that the worst doors 
should be corrected, even to some of the doors that were damaged by 
wind and where they had been allowed to slam. 

When you made the remark about putting a newspaper under 

I don’t recall having seen any such doors. Tt all depends on how thick 
the newspaper is. You can’t make a front door watertight with a 
slab door and a typical outside jamb, without putting weatherstrip- 
ping on it. The door has to have margin to act and to operate. 

Srarr Direcror. Then are you saying, Mr. Sandow, that the doors 
should have been uniformly weatherstripped in the first instance? 

Mr. Sanpow. Well, for a proper job; yes. But that is not a mini- 
mum requirement. 

Starr Direcror. But to meet the requirement as pointed out by 
Mr. Jenkins, and make the building waterproof, if the builder is going 
to meet that general requirement; it probably is necessary with a slab 
door; is that “right? 

Mr. Saxpow. With reference to an exterior door, yes. I would say 
it would have to have proper weatherstripping on it. 

Srarr Direcror. And isn’t it routinely expected that the builder 
will try to paint the bottom and top ? 
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Mr. Sanpow. Yes. 

Starr Dirrecror. And we should expect that in this project? 

Mr. Sanpow. Yes; all doors should be sealed top and bottom, 
whether interior or exterior. 

Starr Direcror. Without trying to make any total comment, we 
looked at several on the project which apparently had not been treated 
at all. 

Mr. Jenkins. Regarding these doors, in addition to the door not 
properly fitting, isn’t it true that the threshold should be properly 
treated, bottom and top, so that it will not swell and make contact ¢ 

Mr. Sanpow. It should be, yes; primed on the bottom. 

Mr. Jenkins. Isn’t it true that on some of these doors the veneer 
has been pulled off as a result of swelling of both the threshold and the 
door during the wet season / 

Mr. Sanpow. I can’t answer that statement, because if it had 
swelled and they had opened the door, it is perfectly natural that the 
veneer would pull. 

Mr. JENKINS. Now, had it been weatherstripped, that would not 
have happened; isn’t that correct? Because vou get clearance when 
you have weatherstripping. 

Mr. Sanpow. If you put the proper type of metal weatherstripping 
on it, you automatically get clearance. 

Mr. JenKiNs. I will tell you something we saw, and I want to ask 
you if you think this is workmanlike. In one of the houses we visited, 
this door fitted very poorly. So they came in there with some very 
thin felt and just tacked a little rim of felt around the facing of the 
jamb. Do you think that is good weatherstripping ¢ 

Mr. Sannow. No, sir. 

Mr. Jenkins. So there are some doors that should be corrected out 
there, then, according to the VA requirements; isn’t that correct‘ 
They should be made watertight / 

Mr. Sanpow. The ones that we've selected, or the ones that we ob- 
served that were bad, we requested the Beresa people to correct. 

Mr. Jenkins. Well, in your opinion, 1 understand that you have 
also told central office that the Beresa Corp. have completed the cor- 
rections according to the new agreement; isn’t that right ? 

Mr. Sanvow. I didn’t make the final ins pection personally, but I 
believe our letter, or rather a letter, from the Beresa people, plus an 
inspection by one of our staff men, indicates that these corrections 
have been taken care of by the Beresa people. 

Mr. Jenkins. That is what I meant. Lo other words, as far as your 
regional office is concerned, your file shows that the corrections, with 
the exception of these that you waived, have been completed. 

Mr. Sannow. To the best of my knowledge; yes, sir. 

Mr. Jenkins. Then what about the doors we saw out there that need 
corrections, that have places where you can stick pencils around them, 
and a" have the veneer pulled off. What happened there? 

Mr. Sanpow. Then apparently they haven't been corrected. 

Mr. JENKINS. All right, sir. 

Mr. Sanpow. Or it could have been caused later. 

Srarr Director. You were still working off a complaint list, weren't 
you? 

Mr. Sartes. That is what I wanted to bring up. 
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Mr. Sanvow. As issued to me and through the Barry-Kirby report. 
We didn’t go through the tract house by house. 

Starr Direcror. And 67 houses being listed here, if some person 
has that problem and didn’t get around to complaining about it, we 
could get complaints forever with that approach, couldn’t we? 

Mr. Sanpow. Correct. 

Mr. Epmonpson. I have a question for the staff now at this point. 

Do T understand that there are houses listed on this Barry-Kirby 
report where the doors are listed for repair, where your inspection 
has determined in the last few days that the doors are’stil] inadequate 
and not waterproofed / 

Mr. JENKINS. Yes, sir. 

Starr Direcror. And furthermore, Mr. Chairman, we seem to have 
this problem, and we have run onto it before. The Veterans’ Ad- 
ministration will get a series of complaints from part of the home- 
owners in a subdivision. They then set about to satisfy those com- 
plaints, instead of making a projectwide determination of where the 
failure might have occurred. and whether the person complains or 
not. A lot of people don’t understand about these things until they 
hear it from a neighbor or until it occurs. For instance, a person isn't 
going to complain about his sink leaking until it starts leaking. The 
fact that his neighbor's may have leaked 2 weeks earlier when a com. 
plaint team was around doesn’t change the fact that his sink leaks 
later. So we have initial complaints, and attempts made to satisfy 
those, and then we have more complaints, and consequently we never 
reach the end of them: basically because the approach is not a project- 
wide approach but an approach to the complaining homeowner. 

Mr. Epmonpson. I think it is advisable in this instance that the 
stall make available to the regional office the names and locations on 
this list where you have determined there are still unsatisfactory con- 
ditions on doors, so that they can follow up. Iam sure that you will 
follow up in those instances where the locations are supplied to you. 

Mr. Sarves. I was wondering if the doors were included in this list, 
or without this list. 

Mr. Jenkins. Mr. Chairman, the veterans this morning testified 
and put in the record certain items, and on those I recall there was 
mention of doors in those houses. 

We only have two more items on this, Mr. Chairman. Shall we see 
if we can finish with this? 

Mr. Evmonpson. Let us see if we can finish with these witnesses 
before lunch, if that is satisfactory to the committee. 

Mr. Jenxrys. Item 16: 

Repair asphalt-tile floors in kitchen—each owner was to be interviewed to 
work out suitable agreements with decisions as to construction defects and 
maintenance items. 

Have either you or Mr. Sandow inspected the work done by the 
builder out there 

Mr. Sarves. I have not. Iam not sure whether Mr. Sandow has or 
not. 

Mr. Sannow. No: I haven’t inspected any of the work they replaced. 
[ haven’t been up here since the time that negotiations were made to 
put this tile in. 
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Mr. Jenkins. I would like to call your attention, Mr. Chairman, to 
Mr. Young’s testimony this morning that his kitchen floor is asphalt 
tile—and we saw several similar to that—and it has a very dark brown 
mottled asphalt tile floor. They came in and took up certain ones 
of the asphalt tile slab squares that were cracked, and they put down a 
very light buff mottled tile asphalt floor, and it just looks ridiculous. 
The stuff that they put in is-almost this light [indicating] as against 
a very dark background, about the shade of the back of Mr. Sisk’s 
chair. That is the difference in the combination. 

Mr. Sarles, under those conditions, would you say that that is good 
workmanship and constitutes a repair of a complaint that you would 
accept ? 

Mr. Saries. I wouldn't consider it such unless those light-colored 
tiles were fitted in in a distinct pattern that would show up as a sort 
of pattern in relation to the dark ones. But promiscuously scattered 
around, no. 

Mr. JENKINS. I can assure you they were very, very promiscuous, 
and no pattern was even tried. 

Srarr Direcror. You will note on the Barry-Kirby report that 
practically every house, as a matter of fact, lists repair of asphalt tile 
floors in the kitchen. As soon as a few of these random repairs were 
made, we talked to the housewives there, and even though they still 
have the broken tile they won’t permit anyone to come into their 
kitchen and make such a repair as that. 

They said to us, “We would rather leave the broken ones here than 
to have that sort of a job done in our kitchen.” Consequently, maybe 
the builder would say the veteran wouldn't let them repair it. But 
what I assume he would mean is that they won't let them repair it in 
the fashion some of the repairs have been established. 

Mr. Jenkins. Where they can’t make a pattern like you have sug- 
gested, the contrasting pattern that would look decent on repairs, 
wouldn't your office then require that the builder replace the entire 
floor, where it was his responsibility, where the original was cracked / 

Mr. Sartes. I would think that would be a reasonable request made 
to the builder, if it can’t be repaired in an attractive enough pattern. 

Mr. Jenkins. A contrasting attractive pattern would be acceptable, 
but where they can’t do that, the whole floor would be acceptable. 

Mr. Sartes. Well, if there were 3 or 4, or something like that, 
cracked, it would have to be replaced. But if there were considerable, 
yes, [ should think it would be very reasonable to require shat the 
entire floor be replaced. 

Mr. Jenkins. The last item on here is No. 17, that you waived in 
this conference. 

Repair and recalk ceramic tile in kitchen and bath—much of the corrective 
work had been accomplished and further repair was restricted to one house at 
1116 Second Street. 

Did your inspectors inspect all those houses on the Barry-Kirby 
Report at that time and make the statement to Mr. Stone that all of 
them had been repaired except this one house at 1116 Second Street ? 

Mr. Sanvow. 1116 Second ¢ 

Mr. Jenkins. Yes. 

Mr. Sarues. Frankly, I don’t recall that item. I do recall that 
when Mr. Sandow and I made that inspection, in the early part of M: ay 
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of 1954, there was some replacement of ceramic tile in the bathrooms— 
a very few to be fixed up. And they were fixed at that time. Then 
the rest of the ceramic tile had to do with the tile around the kitchen 
sink, and that was replaced, or fixed up, when the sinks were either 
repaired with mastic or replaced. And there were very, very few, and 
I don’t recall whether it was the only one considered necessary to fix 
up the ceramic tile in the bathroom or not. 

Do you recall anything about that? 

Mr. Sanvow. The tile you speak of or refer to here, was caused, I 
believe, by the stack protruding from the rough framing of the wall. 
Is that the one, behind the toilet ? 

Mr. Jenxrns. I was more specifically wanting to talk about the 
kitchen tile than the bathroom tile. I saw that. 

Mr. Sanvow. We requested that that be corrected. 

Mr. Jenkins. Let’s talk about this kitchen ceramic tile. That is 
the main thing. Mr. Kirby, here, this morning, testified that in his 
opinion this constant separation of the flashback with the drainboard 
could be corrected if proper corrections were made. Do you agree 
with that? 

Mr. Sannow. Do I agree with it? 

Mr. Jenkins. Yes, sir. 

Mr. Sanpow. I don’t know. He talked to me about that the other 
day. In fact, yesterday, when we got up here. And I am not in 
agreement with him as to what the cause is. We had no difficulty, or 
rather we had no complaint, when we went through, with the leaks 
appearing between the intersection of the splash and the tile drain. 
There had been leaks. In some instances the veteran or the housewife 
had purchased one of these tubes of white mastic and they had put it 
in at that intersection. In other cases we were told the Beresa people 
made corrections. We didn’t have any specific leaks at that point. 
The leaks that we were concerned about and that we were asked to 
check on and look into were leaks around the sink itself. And I don’t 
know of any leaks at the intersection of the tile drainboard and the 
backsplash at the time that I was there. 

Mr. Jenkins. In addition to the leaks around there, I think you 
mentioned, or Mr. Sarles did, that the specifications called for a steel- 
pressed sink, didn’t it ? 

Mr. Sannow. You looked at the specs. 

Mr. Jenkins. It calls for Briggs. That is a steel sink, isn’t it / 

Mr. Sanvow. Yes. 

Mr. Jenkins. I believe you also stated that you required the builder 
to replace them with cast iron. Isn’t that correct ? 

Mr. Sarztes. Where they could not be suitably corrected as to that 
leaking without replacement of the sink. 

Mr. Jenkins. Then they had to replace it with cast iron ? 

Mr. Sarues. Yes. 

Mr. Sanpow. | beg your pardon. When we made that arrangement 
up there, they were to replace it with a heavier pressed-steel sink. 
They replaced 40 sinks. Then they determined it wasn’t the sink that 
caused the trouble. They then found the pattern. Two of the me- 
chanics were setting these sinks, and they found a pattern that appar- 
ently proved to the Briggs people that one man, although they gave 
him a bucket of mastic, was failing to put it in. And the other man 
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en q was putting it in. So the ones that didn’t have the mastic under the 
el q lip of the sink were giving the trouble. 

ler So when the tile setter came along to put the tile on the drain a 
nd the tile man had specific instructions to set that—we will call it 
fix nosing and the first course of tile—away from the sink, to set nautin 


in there. And it was eliminated, wasn’t put in, in certain ones. 
Well, that caused some of the leaks around the sink, too. 


ai Mr. Jenxins. Then if there are leaks around the sinks and at the 

ll. joint of the splashback with the counter, wouldn’t you say that was 
a responsibility of the builder to correct ? 

he . Mr. Sannow. If there are leaks? 


Mr. JENKINS. Yes, sir. 
Mr. Sanpow. I would say yes, it would be 


is Now, there is one thing to consider. This isa long late date. That 
Lis is another thing. That is a hard problem, after 3 years. If they had 
rd leaked within a reasonable time, yes; it is up to the builder. If there 
‘ee are definitely defects due to construction or workmanship, I would say 


it is still up to the builder. 
Mr. Jenkins. Let me see if you think this is structurally sound 
The backs of those sinks against ‘the wall are resting on a | by 4 nailed 


‘ons ‘ on top of the sheet rock. 
in Mr. Sanpow. And through a stud? 
os 4 Mr. JENKINS. Sometimes it is through the stud, and sometimes 


- through the sheet rock. 

in. Mr. Sanpow. A nail won’t hold in sheet rock. 

An j Mr. JENKINS. I know it won't. But a 1 by +—would you consider 
that adequate for all that time? 


it ; ea 
he Mr. Sanpow. Yes, sir. 
le en : , 
it Mr. JenKINs. You wouldn't want a 2 by 4 in there? 
bn Mr. Sannow. No,sir. It is not necessary. 
"t Mr. Epmonpson. Have you any questions, Mr, Weaver? 
ns Mr. Weaver. No, I don’t have any questions. 
Mr. EpmoNpson. Mr. Sisk? 
- Mr. Sisk. Mr. Chairman, I would like to ask just a couple of ques- 


.. tions of Mr. Sarles or Mr. Sandow, with reference to tract approval. 
| This has to do with some statements made this morning with refer- 
ence to the condition of lots. the land itself, the grading, the elevation, 
and so forth. 

Now, is it correct that you send in an inspector to ap>vove the 
tract with reference to gr ading and the condition of the soil and con- 


m dition of the ground before you will approve it for VA building? 

7 Mr. Sarves. That is generally so, and very much so now. I don’t 

- believe that was so. We didn’t have what we call now a land plan- 
ning at that time. At that time we didn’t have what we now call in 
our offices a land planning or subdivision analysis unit. We didn’t 
have it at that time, and that work was left, in those earlier days, en- 

. tirely up to the appraisers who appraised that property, as to the 


' approval of the lay of the land for development and grading, and so 
A 4 f " : 
i orth. 


Re ‘ a “ff . 

: Mr. Sisk. In other words, you had no specific specifications so far 
r- as grade was concerned, ele vation, condition of the ground? For 
- 1 instance, if you recall, this morning statements were made that ap- 
Th : parently tree stumps were sawn off and maybe left there slightly 
<= 
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covered with soil, or something of that kind. That had nothing to 
do with approval whatsoever; is that correct? And the fact that 
certain lots were 2 or 3 feet below the level of the street, and so on. 
That was not considered ¢ 

Mr. Saries. Well, just by the fee appraiser, generally. Isn't that 
so, at that time ? 

Mr. Sanvow. I believe you are asking a specific question, are you 
not? Ifa tree is cut off and left a few inches below the surface? Is 
that the question / 

Mr. Sisk. Well, not necessarily. That was just one of the things 
that was mentioned, along with a lot of other things. 

What I had in mind was actually tract approval. Did you have 
any specifications with reference to going in and approving it with 
reference to the condition of the ground, the levelness, low spots, high 
spots, or anything ¢ 

Mr. Sanpnow. Yes; we did. 

Mr. Sisk. Well, apparently those specifications were not met in this 
ease. That is, your inspector apparently waived those. Is that 
correct ¢ 

Mr. Sannow. No, I wouldn’t say that, sir, unless you can pick out a 
specific house. At that time when this tract was developed and 
proposed, we had minimum requirements in reference to tract develop- 
ment for drainage. And I refer to drainage, that being on each 
specific site—that it flow away when he finished his grading, that it 
flow away from all four sides of the house, and in a majority of cases 
drawn to the street. 

Mr. Sisk. How, in line with that, then, did the inspector pass on 
a house where water stands 10 months in the year 4 inches deep under 
the house? 

Mr. Sannow. You refer to the veteran that testified ? 

Mr. Stsk. Yes, the one that testified this morning. 

Mr. Sanpow. In that particular case, that house as I recall fronts 
on one of the main ae leading to the tract. We were quite con- 
cerned about that particular piece of property. It is below the prop- 
erty that lays immediately to the east or what might be termed the 
rear of this veteran’s home and four other homes that are on that 
block. The way the land was graded, it left a bank, and in elevation 
some 4 or 5 feet difference in elevation from the rear of the veteran’s 
home up to the elevation of the finished lot, we will say, of the house 
immediately at the rear. 

All right. There was an excessive amount of water, and we were 
concerned with ; well, where is it coming from ¢ 

I made a few inquiries, myself. I don’t know whether they were 
correct or not. But I was told that there was a spring in the area and 
that it was causing the water to come out onto this lower piece of 
property. 

So we drew this to the Beresa Co.’s attention, and I am quite certain 
they were aware of it, because they had had difficulty with it. 

So their engineer evolved a pattern that they felt would be success- 
ful in cutting off that water. The lay of the ground showed that if it 
wasn’t coming from the spring it could possibly be coming from 
septic tanks farther up the street. 
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So he laid out a pattern of digging a ditch across this property and 
also across three or other properties that lay in a similar manner. 

So then the question came up about where the Beresa people asked 
that they be relieved of any further responsibility unless the veteran 
signed a waiver on it. And I believe 2 veterans signed it, and there 
were 2 or 3, or 2 others, who did not care to sign it. 

Does that answer your question, sir / 

Mr. Sisk. Well, to some extent. 

Here, Mr. Sandow, is the thing I am primarily concerned about in 
the question that I have asked, “merely and simply VA inspection. 
Forgetting the builder, forgetting everyone else, w ith reference to VA 
inspection, I am begining to have considerable doubt as to the efficienc y 
of VA inspection, 'to be | perfectly frank, and I am not being critical 
of you or any other individual in the Veterans’ Administration, but 
simply this is directed in the hope that we may be able to bring some- 
thing out that will correct that situation. Is it true that the VA will 
ace ept FHA tract inspection and approval 

Mr. Sanpow. Yes, sir. 

Mr. Sisk. Is it also true that FHA will not accept VA inspection ? 

Mr. Sanpow. Yes, sir. 

Mr. Sisk. Do you have any comment to make on that fact? 

Mr. Sanpow. Well, feel this way. I think that if FHA is not going 
to accept VA, and VA is going to accept the FH A—for two Gov- 
ernment agencies, that doesn’t seem right. So there is a laxity some 
place. They apparently feel we are not qualified—to put it that way— 
to make an inspection. We have seen rer w re we don’t feel they 
are qualified to make an inspection, either, or to pass on it, and defi- 
nitely so. 

Mr. Sisk. As I say, I am not indicting you, Mr. Sandow, or Mr. 
Sarles, or Mr. Kirby, or anyone else, but “simply tr ying to bring out 
that the problem apparently we are confronted with is that appar- 
ently a lot of the builders are eaten with the situation of not 
knowing exactly what the VA is going to expect. And seemingly in 
one case their inspections call for one thing, and in another case they 

call for something else. And it is important to me that we dig out the 
shine and as much as possible try to remedy the situation. I know in 
general this is true, that the VA will accept FHA tract inspection 
and approval, but that FHA will not accept VA tract inspection and 
approval. So I just wanted that to be brought out. 

Mr. Sanpow. FHA has an office in Sacramento, their main office in 
San Francisco, and another office in Fresno, and each of those offices 
has some particular phase of the work that they require in their spe- 
cific area. Our work may not coincide with theirs, because our area 
is from San Francisco up to, we will say, Yreka, and also down to 
Visalia, and we are in conflict occasionally with some of the FHA re- 
quirements. That is the whole thing. 

Mr. Sisk. That is all, Mr. Chairman. 

Mr. Epmonpson. On this question of suitable drainage, I would 
just like to read into the record at this point section 802 (a) of the 
minimum property requirements, with which I am sure you are famil- 

iar, for the purpose of the record : 

Suitable drainage structures, such as paved gutters, drain inlets, and sub- 
surface drain line shall be installed where determined necessary by the chief 
underwriter— 
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which in this instance would be the VA— 


to protect against dampness, flooding, erosion, or other damage by surface water 
or ground water. Drainage structures shall be properly connected to adequate 
outlets which are protected where necessary by recorded permanent easements. 

Under that particular minimum property requirement, don’t you 
feel that there was a definite obligation on the builder to take care of 
this flooding problem and to take « care of it without securing any re- 
lease from future liability on the part of the veteran ¢ 

Mr. Sannow. Yes: I do. 

Mr. Epmonpson. And I think in line with that you did take excep- 
tion when they sought to get such a release from the veteran, when 
they installed certain improv ements, did you not ¢ 

Mr. Sannow. Yes, sir. 

Mr. Sartes. And then they waived that. 

Mr. Epmonpson. Who waived that / 

Mr. Sarues. The Beresa Corp. waived that requirement that the 
veteran sign a full release. 

Mr. Epmonpson. Do you feel that this flooding problem now has 


been properly handled and disposed of in this particular improvement, 
this particular project / 


Mr. Sartes. I am not positive. 

Mr. Epmonpson I would like to get Mr Sandow’s opinion on this, 
too. 

Mr. Sanpow. I can’t answer that, sir, because I haven’t been at 
the project in probably 3 months. At that time, unfortunately, there 
was still water running through certain drain tile adjacent to that 
property. Now, whether it came from septic or whether it came 
from a spring I was unable to tell; although I will say the water 
that accumulated—I don’t know the name of the street, the main 
street running north and south—had a considerable amount of water 
in it, and this was 3 months ago. I took a ride out there myself, be- 
ing interested in it. 

Mr. Epmonpson. Was that in a period of unusual rains, heavy 
rains? 

Mr. Sannow. No, sir; dry. It was 214 month ago. 

Mr. Epmonpson. In a dry period, it still had considerable water 
standing ? 

Mr. Sanpow. It had water laying in the gutter. 

What is the name of the street you live in, Mr. Hendricks? 

Mr. Henpricks. Bechelli Lane. 

Mr. Sanpow. It had water laying in the gutter off of Bechelli Lane. 
I don’t know whether that is spring water or septic. I have been 
given to understand that the health authorities have checked it, and 
it is not septic. So that leads one to believe that probably it is com- 
ing from a spring. 

Srarr Director. One other question, and we won’t belabor this, 
but it is in line with Mr. Sisk’s question about your association with 
FHA. We have not made a check on this, other than superficially, 
since we have been here. Is it true that the Veterans’ Administration 
has approved a project here called Twin View, which the FHA re- 
jected per se, totally ? 

Mr. Sanpow. Yes; we did approve a tract here, with provisions. 


Starr Drrecror. But is it true that FHA refused to accept the 
project ? 
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Mr. Sanpow. Yes, sir. 

Mr. EpMonpson. ‘Any further questions of these two witnesses 
If not, the committee will stand in recess until 2 o’clock. 

(W hereupon, at 12:25 p. m., a recess was taken until 2 p. m.) 


AFTERNOON SESSION 


(The hearing was reconvened at 2:30 p. m., upon the expiration of 
the recess. ) 

Mr. Epmonpson. The committee will come to order. Since most 
of the testimony this morning has deait with Layton Oaks develop- 
ment, it is the feeling of the committee that we should hear some of 
the witnesses on behalf of the developer at this time. 

I do want to advise any veterans who are here wanting to testify, 
however, that we will hear your testimony. We will hear the testi- 
mony of each person who wants to be heard. 

At this time I will ask Mr. Reilley to come forward, then, as wit- 
ness for the Beresa Co., and any people who wish to testify with him 
may come forward with him. 

Mr. Reilley, would you give your full name and address? And each 
person as he testifies, please give his full name and address, so that 
we may have it for the record. And if you hold any office for the 
company, we would like you to give your office too. 


STATEMENTS OF R. E. REILLEY, PRESIDENT, BERESA, INC; ACCOM- 
PANIED BY FRANK M. BOOTH, CLAIR HILL, AND JOHN A. JENSEN, 
BERESA, INC. 


Mr. Remury. My name is R. E. Reilley; I am president of Beresa, 
Inc., and I reside at Chico, Butte County, Calif. 

As a slight summation, I believe it would be of interest to the com- 
mittee, gentlemen, that this corporation’s first project in the home- 
building business was Layton . aks in 1952. The project was started 
in August and completed in January, I believe, of 1953. The ma- 
jority “of the homes were delivered ‘to the veteran purchasers. In 
December and January, December of 1952 and January of 1953. 

1 wish also to bring to the committee’s attention that it is the feeling 
of my firm to cooper rate in ever y manner not only with this committee 
but with the veterans involved and with the Veterans’ Administration. 
And we are of the opinion that we have cooperated. We have met 
with various veterans at times when it was possible. We have fol- 
lowed up ourselves on a maintenance program, and we have met with 
the Veterans’ Administration. 

These homes were constructed in Redding, here, and it was the first 
development of its type in northern California. At the time there 
had never been another veterans’ development north of Sacramento 
constructed. There were many adverse conditions affecting the con- 
struction of this progrem. We constructed 158 units. There was a 
tremendous lack of manpower; and, just for general information, one 
of the main reasons for the lack of veteran-home construction in north- 
ern California—and slightly this reasoning is true today—has been 
ey of financing, lack of interest on the part of your large insur- 
ance companies. Your local banks here refuse to finance, figuring 
that they can place their money at good use in the metropolitan area. 
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We were the first builders to build in Redding. We have been the 
first builder to build in many communities in northern California. In 
some communities we are still the only builder that has been able to 
build a veteran-housing program there. 

I would also like to say that many of the members of my firm 
are veterans. I myself toured from 1941 to 1946 and once again in the 
Korean program. We at no time desire to have anybody think that 
we are trying to take advantage of the veterans or even to put any- 
thing over on them, which has been the thought of some of the pur- 
chasers. 

At the completion of this Layton Oaks project, which we are talk- 
ing about now, as in any other project, you have many problems that 
have to be adjusted and fixed. We placed a maintenance crew going 
through the houses. At that time it consisted mainly of adjusting 
doors and adjusting cabinets. 

Up to January of 1954, we had received only nine formal complaints. 
Now, by “formal complaints,” I mean complaints forwarded on to us 
by the Veterans’ Administration. We had received numerous com- 
plaints from individual homeowners on the tract. And using our own 
discretion, we tried to take care of them to the degree we thought our 

responsibility lay. 

Then there was a solicited effort of going door to door and asking 
veterans of Layton Oaks in what manner they were displeased with 
their home. And many of them that did not have complaints were 
aeemar “Well, have you looked at this, or have you looked at that, 

r have you looked at this,” when complaints were brought to their 
cinatiees 

(Representative Engle returned to the hearing room at this point.) 

Mr. Rettiey. At that time it was our firm that requested an im- 
partial investigation. It was not the veterans; it was not the Vet- 
erans’ Administration. But, hoping to come to some agreement that 
we thought would be fair but also just to ourselves, we requested an 
impartial investigation. And we were informed that we would be 
permitted to have a representative go around and investigate with 
this group. By “a representative,” I mean qualified professional per- 
sonnel, either in homebuilding or in the engineering field. 

This investigation was made, but they neglected to permit us any 
representation. When the findings of the investigation were pub- 
lished we wrote a detailed letter questioning some of its findings. 

Srarr Drrecror. Excuse me, Mr. Reilley. Will you identify this 
investigation? Is this the one that the carpenter picked from the 
union made? 

Mr. Reiwuey. No, sir; I am referring to the Barry-Kirby report. 

If you wish to inquire into that, a qualified carpenter was sent 
around from house to house not only to make an investigation. This 
is the last time he went around prior to the Barry-Kirby report. 
There was constant maintenance going on for minor things up to this 
time. But during November, December, and January our carpenter 
that went around from house to house, not only to make a survey but 
also to make minor repairs—like there is written down here the name 
of the homeowner, the address, and what was done. “Occupant well 
pleased with house; no repairs required.” Again, “Occupant well 
pleased with house; no repairs required.” “U nable to contact occu- 
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pant.” “Grout loose ceramic tile. Occupant displeased with home.” 
“Occupant well pleased with home. No repairs required.” 

I will request the committee, if they so see fit, that I may be per- 
mitted to have copies of this made and submit it as a brief. It is 15s 
homeowners. I don’t think you would want to hear everyone of them 
at this time. 

Mr. Epmonpson. We would be very glad to receive any documents 
that you want to offer for the file in connection with this case and any 
documents that you want to submit to us in hand we can examine and 
see whether they can be made part of the actual record or not. It 
would depend somewhat on their volume as to whether we could incor- 
porate them in the record of the hearing, but we would be glad to 
receive any of them in hand now, or if you want to submit them subse- 
quently they can be made a part of the file of the committee. 

Mr. Remiey. Thank you, sir. I was trying to review this only to 
show the desire on our part to cooperate, and a desire to have some 
satisfactory answer to the problem. It has not been a problem that 
has been ignored by us. It has been one of our heaviest burdens to 
carry during our program. It has been one that we have tried to make 
a satisfactory conclusion to, but it keeps coming up, and coming up, 
and coming up. 

It is also to show that during this time all of these complaints were 
not ignored. There was a constant effort to try to take care of them. 

Also, it shows that at this time the complaints were common to the 
houses but were not major complaints, or no more complaints than a 
normal development of that size built in that time of the year would 
be expected to have. 

Mr. Epmonpson. You say you have made a number of other devel- 
opments in other communities ? 

Mr. Reitiey. Yes, sir. 

Mr. Epmonpson. Have you had an equal volume of complaints in 
other developments ? 

Mr. Reitiey. No, sir. We have never had a solicited program in 
any one of our other developments, except this program here, sir. 
We have a continuing maintenance problem in our developments, to 
the point where we have a completely equipped truck with all various 
odds and ends: electrical fixtures, electrical outlets, tile, grout, hard- 
wood floor firring equipment, et cetera. The man makes a constant 
tour of the various developments. 

Due to this Layton Oaks problem, and also I believe throughout 
the homebuilding industry, it has been found that such a maintenance 
program is a necessity. It is a necessity to make certain that your 
development does not get out of hand in the manner that this one has. 

Then we made a report or an answer to the Barry-Kirby report and 
we forwarded that on to the Veterans’ Administration, ie we re- 
quested if possible to meet with the Veterans’ Administator in Wash- 
ington, D.C. A meeting was arranged in San Francisco, where it was 
discussed in its entirety. 

Now, one of the reasons 

Mr. Epmonpson. Hold up for a minute, please. The House rule is 
not to permit pictures during the actual course of a hearing. Now, 
there will be recesses, at which time we will be glad to give any 
photographer an opportunity to take a picture, but much as the com- 
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mittee would welcome any type pictures that people would want 
to take, the rules do not permit it. So I will have to ask the press’ 
forbearance on that particular point. 

Proceed, Mr. Reilley. 

Mr. Remxey. I want to mention that the reason for asking for this 
hearing, and also for our long answer to the Barry-Kirby report, was 
because there were some outstanding statements that were later 
refuted, as to structural details, et cetera. They were not refuted by 
us as builders, but by qualified professional engineers. 

Srarr Direcror. Mr. teilley, can you furnish us a copy of your an- 
swer to that, either now or later? 

Mr. Retmury. At a later date. I have one in detail now. 

Mr. Epmonpson. I understand you wrote a letter. 

Mr. Reimer. Well, it is very lengthy. This is the file. Some of 
the documents in the original report made are not in this report. 
Copies of that file can be rebuilt. 

Mr. Meapows. This went to Mr. Sarles, did it not? He would have 
the orignal complete file, then; wouldn’t he? 

Mr. Remey. I would assume so; yes, sir. 

Mr. Meapows. We will have it photostated later from the original, 
if that is the case. 

Mr. Remury. I think that it is necessary to bring out that when 
the final findings in the Veterans’ Administration were completed and 
sent on to us in February of this year, we took immediate steps to send 
not only our men but various subcontractors through. And at that 
time we also requested, if the homeowner saw fit, that as the work was 
done they would acknowledge that it had been done. 

Now, there is a tremendous problem of supervision. We have 152 
homes. We have various trades going back through them. It would 
necessitate some type of ac knowledgment that the work was done, or 
your erew could come back and say it was done and you might not 
know it. When they acknowledge it, yon have to assume that it was 
done to their satisfaction. Also, if copies of these would be wanted by 
the committee, they could be photostated, but as you can see, there is 
quite a quantity of them. This was in reference to the repairs re- 
quested by the Veterans’ Administration Office. 

Then, in addition to this, we requested Mr. Hill to supply one of 
his engineers to inspect the job on these repairs, to see that the work 
was being accomplished. Such a continuing inspection was made by 
his engineer and a thorough report was made as to what work was 
accomplished on each one of these homes. 

Mr. Epmonpson. Would you identify Mr. Hill and his relationship 
to your company ? 

Mr. Remury. Mr. Hill of Clair Hill & Associates is a professional 
engineer with an engineering staff in the city of Redding. He is con- 
sidered one of the leading engineers in the State of California. He is 
not associated with our company, except that he is retained in a pro- 
fessional capacity to do engineering work. 

It may also be clarified at this time that Mr. Hill did not draw the 
plans and specifications for the units built at Layton Oaks. He has 
since been responsible for our new designs and our new developments. 

Once again I have to repeat that Layton Oaks was our initial de- 
velopment. 
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Mr. Epmonpson. Then he did the job of a supervising architect on 
the plans and specifications provided by another architectural en- 
gineer ? 

Mr. Retry. No, sir. He was not involved with the plans and 
specifications of Layton Oaks at all. 

Mr. Epmonpson. I see. 

Mr. Retiiey. He was retained by us at a later date. The plans and 
specifications on Layton Oaks were just the normal common set of 
plans, not the detailed plans that we now submit. 

Mr. Epmonpson. By whom were they prepared / 

Mr. Remxry. They were prepared by an Oakland draftsman. I 
don’t recall the name. They are not on the plans. They were ap- 
proved by the president of the corporation at that time. 

At all times we have welcomed an impartial investigation, and even 
today or at any time I would be very happy to turn this whole problem 
over to such an investigation. 

I do think that we have the right—and I must say right—to have 
one of our representatives present, not a man that works for us, but a 
man of professional capabilities, to see these glaring defects that are 
brought out. Because after the Barry-Kirby report was reviewed in 
detail, there were faults, and those faults were corrected, but the 
obvious apparentness of the report showed that the whole group of 
homes were in such a state. 

I think if the committee itself would go through the tract, they 
would find that the Layton Oaks development is still a very attractive 
development and is in my opinion one of the nicest in the area up here. 
It isa $10,200 house. It was built for $10,200. It was sold for $10,200. 
It cannot be compared with a $15,000 house or a $20,000 house. 

When you build homes, your specifications are such that they have 
to be comparable to your sales price. 

Certainly it is easy to draw specifications to build a house in much 
greater detail, with much different construction, but at the same time 
you have to weigh at what point is your buyer capable of buying that 
house. 

I think the Shasta Title Co. made a report that there has been about 
37 or 39 resales at Layton Oaks since it was developed, and every one 
of them has showed a complete return of their equity plus a substantial 
profit, of those resales that went through the title company. ‘There 
could be resales that did not go through the title company. 

I tried to stress that these homes are no better than a comparable 
house in the area for that price, but they are no worse. These homes 
are not substandard. The material was the best material obtainable 
at the time. The workmanship was the best workmanship that we 
could get at the time. The subcontractors, the few local subcontrac- 
tors that we could obtain, were the best in the area, and we had to 
import some subcontractors outside of the area. 

These homes were sold from a model house, but the sale of the 
homes from a model house has been misinterpreted to you. The per- 
son reserved a house for $50 at that time to get the location that he 
wanted. When the house was completed, the man went through the 
house, the buyer went through the house and inspected it before 
accepting it. At that time, if they did not like the house, or it wasn’t 
as presented to them, they had every right and every chance to refuse 
the house. 
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Mr. Epmonpson. Did you have any refusals under those circum- 
stances ? 

Mr. Remey. To my memory, no, sir. 

This is not relevant to the committee, or to the complaints, or to the 
Veterans’ Administration, but I think to justify our position slightly 
[ will ask for your indulgence and make a few comments on a few of 
the witnesses that have testified. Now, this is not on personality, but 
I think it is necessary to be brought out. 

Mr. Young’s house—the day he accepted it, he said he thought he 
was going to get Zephyr shingles. I at that time said it was wood 
rustic on the exterior and that we were very sorry he thought he was 
going to get Zephyr shingle, but apparently he and his wife would not 
be happy with the house and it would be all right with us if he didn’t 
accept the house. He said, “It is my house, and I want it.” Ever 
since that time, he has been unhappy with the house, and he has been 
trying to get Zephyr shingles. 

Also, this drainage problem affects four houses. It is a drainage 
problem that has been solved on two houses. Mr. Hendricks at the 
time was an employee of the president of the corporation. He worked 
for another business that the president had. ‘The model house was 
sold to him, knowing that we had a bad drainage problem there, 
because it was a foot lower than the normal graded terrain, and it 
also is on the bottom of the hill. This house was sold to him with the 
understanding, first letting him know the problem in complete detail 
and letting him know that we didn’t know what exactly the answer 
was going to be, that we were going to try to find out and solve it as 
the problem came up. 

The first thing we did was put a complete drain tile around the 
house. We went down about 3 feet. That apparently satisfied for 
the first winter, but since that time it has not satisfied. 

And Mr. Hendricks purchased a house with approximately $900 
worth of extras in it at no extra cost to Mr. Hendricks, and it was no 
bonus arrangement to him. It was just the understanding that we 
had a problem there, and thinking that we would have someone in the 
house that would work with us. 

At a later date, Mr. Hendricks’ attorney contacted me and said the 
only thing that would satisfy him would be to get his money back. I 
told him I would be very happy to buy the house back from him. 

We have constructed a drain wall on 2 of the houses, and on 2 of 
the houses where they have not permitted us to construct it, it has not 
been on it. But we did have the right to have access to the property 
included in our understanding, and to this date we have not had that 
right. 

I must also ask permission of the committee to read an excerpt from 
a notarized statement from a homeowner in Bidwell Oaks in Red 
Bluff. 

We have recognized this problem, gentlemen. This is not a new 
problem, as I have said before. Mr. David, the president of the Lay- 
ton Oaks Home Owners Society, or Association, saw fit to contact one 
Gerald D. McLean. This is a notarized statement. We never before 
saw fit to publish it or make comment on it, but I think it is necessary 
now. In part it says: 

I don’t mind saying I think Bechtel is a crook. I bought one of their houses 
in Redding, and they haven’t stood behind any of their work or done any of the 
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things they promised they would do. Haven’t you heard about the controversy? 
Why, there is a controversial investigation going on right now, and if there is 
no controversy over the homes in this tract— 


meaning the Red Bluffs tract— 
we will certainly see that there is one. 


We had a program arranged for the town of Alturas—37 veterans. 
We had the land and we had it engineered by Mr. Hill. At that time, 
once again, a consolidated effort was brought into Alturas as to the 
quality of the homes. The homes haven't even been started. The 
land was just engineered. But it got adequate newspaper publicity 
as to the quality ‘of the homes that would be built there, and we just 
considered the problem that we were confronting, and the title com- 
pany I think at that time had 37 deposits; we returned the deposits 
through the title company to the veterans. 

I actually don’t think that those veterans have homes up there, yet. 

Not as a matter of personalities, gentlemen, but I bring it up as a 
problem that has confronted us, and has confronted us constantly. 

We built 45 homes up in Yreka. A nucleus of this same group saw 
fit to go up there and forewarn the people as to the problem. 

We have built homes now from Brookings, Oreg., down as far south 
aus Folsom. When you build a quantity of homes, you are always 
going to have problems. 

We think, and we are certain, that our house has improved each 
time from one tract to another. We have recognized for a long, long 
time our problems that we have had at Layton Oaks. We have been 
willing and anxious to try to solve them in some manner. But there 
were complaints brought up today that we never have heard of. 
Since our men went thr ough and made the repairs according to the 
Veterans’ Administration’s instructions of last April, we have never 
received one complaint to ourselves. But apparently there have been 
complaints forwarded to other people. 

Mr. Epmonpson. Did you ever have any complaints regarding the 
use of the different colored asphalt tile ? 

Mr. Remury. Not to us; no, sir. The asphalt tile was a known 
problem. 

I haven’t seen the house that Mr. Jenkins has seen, 'so I can’t speak 
per se, but it was known that it was impossible to match the color of 
the title, first due to the wear, the wax, the dirt, everything else, that 
was on it. Also, due to the manufacturer’s make. 

In some of the houses—I haven’t seen Mr. Jenkin’s house, but in 
some of the homes—we tried to make a contrasting pattern, taking out 
those tiles that were cracked and puting in a completely contrasting 
pattern. In other homes, we have taken out the floor in its entirety, 
the asphalt tile in its entirety. 

My thought, again, is that the manner in which a just conclusion 

can be made is to have the review of it, but have people who are quali- 
fied, and have people there who can decide what is right and what is 
Ww rong. 

Now, these homes are going into their fourth year. They were com- 
pleted in 1952. They were delivered in 1952 and the early part of 
1953. 

As I said, I am a veteran, and many of the members of the firm are 
veterans, and I say this with all due respect to the veterans. But at 
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some day, at some time in a person’s life, you have to have a little 
responsibility and a little concern for home ow nership and recognize 
the values that you have in a home and recognize at what stage you 
must start retaining those values. 

At no time have we ever tried to shirk our responsibility or shirk 
the repairs, but at certain times it has become completely frustrating 
to keep going back and back and then after certain things are repaired 
to have new complaints thrown at you. 

I have one resale at Layton Oaks that happened only a few months 
ago that was sold on the guaranty that “Anything you don’t like or 
anything that goes wrong, Beresa will take care of it.” 

Now, str ucturally, there will be no question 10 years from now. But 
as far as maintenance is concerned, as far as home owner ship is con- 
cerned, at some time the responsibility must leave the builder and go 
on to the homeowner. 

Mr. EpmMonpson. Wouldn’t you say that structurally there was a 
pretty serious situation there, in a development where you had to put 
in these new braces under as many kitchen floors as you did? And 
replace as many roofs as you did? ‘Wouldn’t you say that was a pretty 
serious structural deficiency in a development ? 

Mr. Remury. On the floor, sir—I would say that if the kitchen was 
laid out kitchenwise, so that you didn’t have the stove and the refrig- 
erator on opposite sides, the original design would have been adequate. 
I would say that the new pier or the new girder placed under there 
was a necessity, and as soon as it became ror. it was a necessity it 
was put in, not only in the houses that complained, but under everyone 
of the 158 homes, with the exception, I believe, of the 2 or 3 homes 
they still won’t permit us access to. 

Mr. Epmonpson. And would you comment on the roof ? 

Mr. Retitry. The roof I would say was marginal. Now, this hap- 
pened in the gable-type roof, wasn’t it? 

Mr. JensEN. All roofs were affected more or less. The sags were 
in the gable roofs. 

Mr. Rriiry. The sags were in the gable roofs, and it was a marginal 
interpretation as to adequate br acing. The gable roofs required the 
additional bracing. It was once again lack of know ledge. But once 
that was apparent, we didn’t only rebrace the gable roofs, which were 
so designated in the Barry-Kirby report 

Mr. Epaonpson. What you are saying in substance is that there 
were mistakes made at Layton Oaks, but: they were primarily due to 
its being your first project, and inexperience, and not a desire to mis- 
treat the veterans? 

Mr. Remery. That is exactly right, sir. 

Mr. Epmonpson. I am having a ‘little difficulty following your con- 
tention. You talked about having the best materials and workman- 
ship you could buy. But it is not your contention that there were not 
serious problems in Layton Oaks, Mr. Reilley? I am not following 
you exactly. 

Mr. Remury. No, sir; it was never the contention. 

Mr. Epmonpson. I am not talking about what you comment on as 
the attitude of the homeowners. Will you comment on the MPR’s 
on the bathroom tile ? 

Mr. Rewary. I think it has to be further explained that the con- 
tract for the ceramic tile we are talking about was for 4 feet of wall 
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tile. It was interpreted by the contractor that did the job, who was 
out of San Francisco, that that was 4 feet from the floor. Well, the 
MPR’s required 4 feet above the tub. But by coming 4 feet above the 
floor, it came at a perfect level for the lower part of ‘the window. So 
that made an attractive manner to edge it off. When it was brought 
to our attention that the tile was that much shorter, the job was 80 
percent completed. In fact, I think it was 100 percent completed, 
when we found that the tile went up to the window, and it was 4 feet 
from the floor, but it was not 4 feet above the tub, which the require- 
ments called for. 

We wrote San Francisco and explained it to the Veterans’ Adminis- 
tration. We also listed the additional features that were built into 
the home, like a water outlet and an additional electrical outlet and 
the cooling duct work, that was not called for in the plans and specifi- 
cations. And it was our feeling that the additional increase in value 
greatly outweighed whatever decrease in value you would have for the 
lack of 1 foot—or not even 1 foot of tile on top of the wall and on 3 
sides of the wall. 

Mr. Epmonpson. What were those, again, that were not required 
by the specifications ? 

Mr. Reitiey. The cooling duct work was placed in the attic of 
the house so that when it became necessary for a man to install a 
cooler all he had to do was install a cooler on top of his roof, and 
not put in the duct. work. Therefore, we ran a water outlet with a 
valve up to that same location where the cooling duct was. We left 
a big tail of copper tubing in the attic, so that ‘it could be extended 
to where the cooler was being installed. 

Mr. Epmonpson. Did your model home have that item in it? 

Mr. Remury. Yes, sir; the model home had that item in it. And 
also when the people purchased their homes they had a list of what 
the model home consisted of that was not included in their home. 
It was specified that the landscaping and the fencework and the in- 
terior decorating of the painted walls, the coolers, and, of course, the 
furniture, and various appliances like that 

Mr. Epmonpson. Mr. Reilley, you said the tract had been completed 
to about 80 percent completion, when you found that the subcontractor 
had not complied with the requirements. And you stated he didn’t 
understand what the requirement was. Well, I want to call to your 
attention—this bears on the general situation as to competence and 
supervision, that the MPR’s use this terminology in showers: 





Minimum height, 6 feet over bathtubs where showers occur. Minimum height 
above the rim, 4 feet. 

It is a little difficult to place any erroneous interpretation on that, 
isn’t it? 

Mr. Remury. It is impossible to place an erroneous interpretation 
on it, sir. 

Mr. EpmMonpson. We wondered what happens in a project that is 
80 percent complete before the people who are responsible for it take 
up a situation like that. We wonder what is happening in the super- 
vision of it. 

Mr. Reimer. I would say the supervision was completely lacking. 
But at the same time, as you know by viewing it, that tile comes up 
to the bottom of window, and it looks like the proper place to end. 


IRREGULARITIES IN LOAN PROGRAM IN CALIFORNIA 1275 








: 


1274 IRREGULARITIES IN LOAN PROGRAM IN CALIFORNIA 


Mr. Epmonpson. And there is some question I suppose as to the 
height of that window and the shower in the first place. But that is 
a question of design, I suppose. 1 

Mr. Remury. That is right. It is an acknowledged error. But it 
also is one that when it was recognized, we went through what we 
thought was the normal chain of command. 

Starr Director. Specifically, what was your contract with the sub- 
contractor? When you negotiated the agreement with him, what did 
you pay for? 

Mr. Remiry. Our contract with the subcontractor was 4 feet over 
tub, and so our contract also specified. But a contract with a sub- 
contractor is only as good as the subcontractor is. So then you say, 
“Why don’t you sue him, or bring him back?” 

Starr Direcror. You didn’t make a recovery, then? 

Mr. Rettiry. We made no recovery; no, sir. In fact, on all this 
tile repair work, you are going to have to regrout tile. You should 
every 6 months. But all this regrouting was work we accomplished 
by hiring men to do it. 

Let me say, about that tile regrouting: It was found and also ad- 
mitted by some of the people when we went through the last time 
that they cleaned it with knife edges. That is going to take the grout 
out of the tile. And just normal wear and tear will take the grout 
out of the tile. With most houseowners, it is just a 6-month job to 
regrout the tile. 

I don’t want to have it appear that we are justifying our mistakes. 
We are not justifying our mistakes. But we are trying to show you 
that the mistakes that were made and that were ours we have done 
everything we could to rectify. 

Starr Direcror. What is your present stand or attitude as to 
whether you have rectified them? Where do you stand today about 
the project as it stands out there today ? 

Mr, Rermiey. My attitude on that, sir, would be that I would once 
again return it to qualified inspectors; and whatever they would agree 
for us to accomplish we would accomplish. But I cannot accept the 
individual complaints of the homeowners, which might not be justified. 

Now, we talked about our hardwood floors. Most of the hard- 
wood floors I saw were not too bad. By “not too bad,” I mean hard- 
wood floors throughout the country when you sue your plank floor- 
ing—you will have some surface checking on them. But the first re- 
port we heard was that you could put a pencil between them. In 
some houses we went through the person had to get down on his hands 
and knees and feel over the floor, and the would say, “I can’t find the 
crack, but it was here last time I looked.” There will be surface 
checks and cracks in hardwood. My point again is that ever since 
Layton Oaks was completed we have never hesitated to accept the 
conclusions of qualified men. And that is what we thought we ac- 
cepted in February. 

I didn’t go out and inspect it. I didn’t try to change the inspectors’ 
minds or anything like that. But I did try to throw it to a field of 
qualified inspectors. 

Srarr Director. We have talked about doors here this morning, and 
we note that that was an item, the waterproofing of the front door, 
the fitting and sizing of the front door. We noticed that that was an 
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item. What comments do you have generally about the door problem 
in the subdivision ? 

Mr. Rettiey. Once again, I would say on a slab door, it is a hollow- 
core door. You have some warpage. In your extreme climatic 
conditions, it has been proven at a later date that a hollow-core door is 
not the proper door to put in. The doors that have been cupped the 
last time through were adjusted. But you adjust a door now in this 
hot climate, and you then wait until winter comes, and that door won't 
be able to be closed. 

Starr Director. Were the tops and bottoms of the doors sealed and 
painted when you installed them, Mr. Reilley ? 

Mr. Rettiey. The tops and the bottoms of the doors were supposed 
to have been sealed, not painted but sealed. They use a white varn- 
ish on it. 

Since that time, the doors have been refitted many times. I don’t 
know whether they are all sealed or not. Also, that is a technical 
question as to whether that is proper. Those doors also have, as you 
notice, in a hollow-core door, vent holes in both the top and the bot- 
tom. What is the sense of sealing the top and the bottom—I am not 
arguing the point—if you are going to have holes that will permit 
them to breathe? I also say that those homes are equipped with 
electric heaters, and you can’t dry clothes inside your house and not 
expect to have a transfer of moisture into your doors. You can’t 
have cooling on top of your house during the summer and not ex- 
pect your doors to absorb a tremendous amount of moisture, and then 
have them dry off. 

Srarr Drrecror. You think in the installation of them they were 
not adequately weatherstripped ? 

Mr. Remuxey. They were never adequately weatherstripped. They 
did open and close adequately. 

Mr. Epmonpson. The Kirby-Barry report. listed 18 roofs in need 
of repair and identified them, and I understand that at the confer- 
ence that was held in February it was agreed that those would be 
repaired, as it was demonstrated that they were due to faulty con- 
struction. Could you give us any kind of a report as to how many 
of those you have followed up and repaired since that conference? 

Mr. Remey. I will have to refer at a later date to the gentleman 
that made the investigations as to what were actually repaired there. 
The reason that they were held up was because at the time they listed 
roof repairs, and they listed them by house. They couldn’t say what 
they wanted done, where it leaked, or whether it did leak, or what the 
repairs consisted of. The roof leaks have been repaired, and I can 
only state that they will continue to be repaired. But the reason 
for leaving that so far up in the air is because there was a list of so 
many houses with roof repairs. You have 18 squares, 160 feet up on 
the roof. You can’t very well pick it out unless you know it. 

Mr. Epmonpson. When one of these homeowners has called you 
and told you his roof is leaking and it is in the first 1, 2, or 3 years of 
occupancy after purchase of a new house, has it been your practice 
to repair the roof on those calls? 

Mr. Remuxy. It has been our practice to repair the roof except 
where the roof was damaged by wind. By wind, I mean it has been 
our practice per se to repair the roofs. There have been many roofs 
we have repaired due to wind damage. But you have an insurance 
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policy that covers the wind damage when shingles are blown off the 
house. We figured it is a problem for the homeowner to have his 
insurance company take care of. 

Mr. Epmonpson. I did not realize you had the kind of winds out 
here that we have in Oklahoma that take the roofs off. 

Mr. Hix. We don’t have. I will have to take exception. Once 
in a while. 

Mr. Remury. It has been a normai policy to take care of roof re- 
pairs. But we don’t think it is our policy to go up on a roof once 
au man has installed a 40-foot television aerial and has guywire holes 
throughout the roof, or after he has put on his own cooler, or done 
any superstructure work, or has in any way entered into the roof. 

Srarr Director. What is your feeling this morning about whether 
the drive was constructed pursuant to ‘the plans and specifications ? 
What is your feeling about that ? 

Mr. Remury. It is our feeling that the drives were constructed in 
accordance with the plans and specific ations. 

Srarr Drrecror. Have you been in the project lately ? 

Mr. Remy. I was at the project a couple of nights ago. 

Srarr Director. Are we to conclude that those drives that have 
completely deteriorated would have deteriorated under the specifica- 
tions of these plans? 

Mr. Remuey. Once again, I would have to refer that back to being 
able to see the driveways with you and seeing what we call deteriora- 
tion. I haven’t seen them. I haven’t heard of any driveways going 
bad. This is the first time they came up. We had two we took out 
and repaired in the first year, 

Starr Director. You will stand on the presence of 2 inches of 
Armorcoat out there? 

Mr. Reuwey. No, I will stand on the crushed rock and on an Armor- 
coat job. An Armorcoat job is not 2 inches of Armorcoat. 

Srarr Direcror. The specifications say 2 inches of Armorcoat and 
crushed rock 4 inches beneath that. It doesn’t say “asphalt sprayed 
on some rocks.” 

Mr. Reuxey. I think an Armorcoat job should be explained by Mr. 
Hill. 

Starr Director. Do you want to comment, Mr. Hill? 

Mr. Hitt. Well, Armorcoat is applied by putting down your base 
course. And in that case out there, the base material used—and as 
I remember, it was about 4 inches—was the same material that was 
used for a base in the streets. Then you prime that with something 
like an SC-1 oil, which is a penetrating type oil. Then you put a 
layer of graded rock over that and spray it with a heavier oil, like an 
SC-6, which is an oil that has very heavy tar in it. And many of our 
streets here in town are built that way. Then you put another course 
of finer rock over, of chipped, which fill in the interstices in the larger 
rock. The first coat in those streets out ther e, if I remember cor- 
rectly—and I am _ not sure on it, but what we generally use for an 
Armorcoat—the first course is three-eighths b ‘three- -quarter inches 
and then that is sprayed with a coat of this heavier type oil. And then 
we usually use the next coat of chips, which is three-eighths maximum, 
and spray it. And then the final is in some cases a sand or in some 

cases a very fine dust. But it is not a plant mix which is put in hot 
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and rolled on. An Armorcoat is put in that way either with hot oil or 
bitumens. 

STAFF Director. The specific: itions here, from the file of the Vet- 
erans’ Administration in San Francisco say, “material, Armorcoat, 
thickness 2 inches, fill material, crushed rocks, cinder, or gravel, 4 
inches in thickness.” 

Is it your opinion, Mr. Hill, that that specification was complied 
with in this project? 

Mr. Huu. I believe that the 4-inch gravel was put in. I am quite 
sure that the Armorcoat, as I have described it, would not build up to 
2 inches. It would build up to between an inch and an inch and a 
quarter. : : 

Starr Dmector. That seems to be the situation we observed out 
there, that where it is still intact it seems to be about an inch thick. 

Mr. Huw. The driveways were built in the same manner as the 
streets were, except the first street you enter in, which was plant mix, 
on that steeper hill. But the rest of the streets were built in the 
same way as the driveway, and they should be about the same thick- 
ness, and it would add up to about an inch and a quarter. 

Mr. JENKINS. You mean in addition to the base? 

Mr. Hixxy. In addition to the base. 

Mr. Jenkins. That is what I wanted to get straight. 

Mr. Hitz. The base is a creek-run material which comes out of 
Churn Creek out there and is not crushed. 

Mr. JENKINS. It is not what we would call pit run, is it? 

Mr. Hiri. Well, pit run with a maximum. In other words, it is 
scalped. 

Mr. Jenkins. Then your base course would be 4 inches of that 
base. Now, this Armorcoat, as you said, would be an inch or an inch 
and a quarter, so you would have a total of 5 or 514 inches. 

Mr. Hitx. Around 5 to 514 inches. 

Mr. Jenkins. Have you ‘a out there and seen any of those drive- 
ways that show they have 5 inches of fill over the dirt ? 

Mr. Hitz. No; I haven’t. I haven’t dug into any of them. 

Starr Dmecror. In the specification, it is crushed rock, cinder, or 
gravel. 

Mr. Hitz. In the Armorcoat? Isn’t that what you are reading? 
Well, it is cinders or gravel. It is not crushed rock. It is gravel, 
graded gravel. 

Srarr Director. Mr. Jenkins’ contention is that the fill is not there 
at all. 

Mr. Huw. I don’t think that is correct. Because I saw a good 
many of them built, but I didn’t make any particular inspection, nor 
have I dug down through any of them. I will say that the gravel is 
essentially the same color as the native material out there. But I 
am sure that if the Armorcoat had been put right on top of the native 
material, they wouldn’t be there today, and I know most of them that 
I have noticed are. 

Starr Director. Many of them appear to have disappeared almost 
entirely. 

Mr. Hitt. I know of some that are covered over, but I can’t say : 
tothat. Ihave made no inspection of them recently. 
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Starr Drrecror. Mr. Reilley, have you heard this comment here 
this morning about baseboards on the project ? 

Mr. Remuey. Yes, sir. 

Srarr Director. What is the situation? It seems that the question 
is that what is there deviates from the specifications. 

Mr. Retiiy. Well, that is fairly true. The baseboard is just a 
finish trim, and I believe it is what is considered a 1-by-3 in the trade, 
which would be five-eighths—— 

Mr. Hitz. Five-eighths by three. 

(Mr. Edmondson left the hearing room at this point.) 

Srarr Drirecror. The specifications say “face type bullnose, size 
seven-sixteenths by 4 inches.” Is that there? 

Mr. Remuey. I think I prefer to have the gentleman that inspected 
it answer that. 

Srarr Direcror. Mr. Jensen ? 

Mr. Jensen. Yes, sir. The baseboards that I have seen in all the 
houses—I haven't seen them all—is a milled piece of baseboard. I 
would say it is a half by 3 rather than seven-sixteenths by 4. But it is 
milled, and it doesn’t have what I would call a bullnose top, but more 
of a slope on the top, which is better from the standpoint of catching 
dust. 

Mr. Jenkins. A sort of square piece, though. 

Mr. Jensen. No; that that I have seen is definitely not square. 

Mr. Jenkins. It isn’t bullnosed. 

Mr. JENSEN. No. 

Mr. Jenxrns. And not 4 inches high. 

Mr. Jensen. I would say it is 3 inches, but I am guessing. 

Srarr Drrecror. On this painting issue: You heard this discussion 
on painting, whether the knots were treated and repaired properly, 
whether certain houses should be repainted. What is your attitude 
about that ? 

Mr. Retiey. The painting at Bidwell Oaks is in accordance with 
the plans and specifications. The knots were sealed. I think the 
painter at the time sealed them with shellac. The painting contractor 
since has died. I can’t tell you exactly what was put on. I noticed 
that some of the rustic that is exposed to the weather and has not been 
repainted is in very poor condition, but it would be my opinion that 
in close to 3 years the chances are that some of the wood should have 
to be repainted. 

Starr Drrecror. Of course, apparently the issue on paint arose in 
the first year. Naturally, an additional time has elapsed. 

Mr. Renuey. That is right. Some of the houses were repainted 
in the first year by us. One was Mr, Young’s that was repainted 
about seven times. This was D kiln-dried pine. And pine is a soft- 
wood. It absorbs the paint pigments, and it has tendencies to chalk 
and shale. 

Srarr Drrecror. What was your contention in this conference 
when Mr. Kirby listed eight houses that needed substantial repainting 
and in this letter written later as a result of this conference you were 
told no repainting was necessary. 

Mr. Remiry. No; we were told we had to repaint 2 houses, and 2 
houses we repainted. 


Mr. Hitz. You also put shingles on them, didn’t you? 
Mr. Remury. Yes. 
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Srarr Direcror. In examining some of the bathroom fixtures up 
there, Mr. Reilley—the basins in the bathrooms—some of those are 
loose. One or two people told us that they had fallen off and some 
of your workmen had put them back. 

Do you believe they were pr operly installed ¢ 

Mr. Retry. I know they were, sir. I would like, if the committee 
would permit, to have our mechanical engineer, Mr. Booth, who was 
the subcontractor at that stage, answer that question. 

Mr. Boorn. Yes. 

Srarr Direcror. Can you tell us how they were installed, Mr. 
Booth ? 

Mr. Boorn. Yes; I would be very happy to. They are installed 
with a standard metal hanger that comes with the lavatories. And 
it is a standard method of putting the hangings on backing, just as 
we use in any house. And we have been in the plumbing business 
since 1912, and we have been doing it that way ever since. 

I would like to explain that we have our superintendent—we are 
still doing work for Beresa, and, I might say, proud to be doing it. 
We have our superintendent instructed that wherever we have a com- 
plaint he goes back and resets the fixture. However, I would like to 
add that in one case we have reset it three times and finally had to put 
toggle bolts through the backing, and informed the homeowner that 
if they knocked it ‘off again they would have some carpentry work to 
come with it. Because that type of wall-hung lavatory, as I am sure 
Mr. Jenkins knows, cannot be swung on or sat on or stepped on. And 
we have a problem in service stations and theaters and things like that 
where we have a continuous source of trouble. 

Mr. Jenkins. You didn’t inspect them, though, before, Mr. Booth / 
Your superintendent on the job was the one that did the hanging / 

Mr. Boorn. I was up there at the time some of them were being 
hung. We have a man who was there a good part of the time. 

Mr. Jenkins. You know there is a backing for all of those hangers. 

Mr. Boorn. You mean have I seen them personally / 

Mr. Jenkins. Do you know of your own knowledge that the back- 
ing was in the proper place for the hanger ? 

Mr. Boorn. I didn’t see every one of them; no. 

Mr. Jenkins. Why did you use toggle bolts? If the backing was 
there, you wouldn’t need toggle bolts; would you? 

Mr. Boors. That is very “true, but that had been knocked off s 
many times that that was the only way we could securely fasten it. 

Mr. Jenxrys. How did you know it was in a deplorable state? 

Mr. Boorn. We could tell by the feel. What happened there was, 
as Mr. Reilley said, that the screw actually ripped the hole to oblong 
proportions and couldn’t any longer get a bite. Now, that is true in 
just one case, as far as I know. 

Mr. Jenkins. We saw at least one case where the lavatory was rest 
ing entirely on the P-trap and was only using the strap on the wall 

as a hinge to keep it from falling out from the wall, not down. Will 
you say that isa good installation ? 

Mr. Boorn. I not only would say it is not a good installation, I 
would say that it is well-nigh impossible. I don’t think you could 
balance one on a P-trap. 
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Mr. Jenkins. With the P-trap and your two supporting leads to 
the lavatory. 

Mr. Boorn. You mean the valves? 

Mr. Jenkins. Yes. ‘ 

Mr. Boorn. Are you speaking of the one that was reported this 
morning, Mr. Carter? 

Mr. Jenkins. No. 

Mr. Boor. Well, I haven’t seen the particular installation you are 
talking about. I could say that we have a good system of inspection 
in our corporation, and I firmly believe that every one was done 
correctly, and that if there are lavatories that we have had trouble 
with, we have always tried to get them serviced as soon as we have 
them reported to us. 

Starr Direcror. And that is your current testimony, that you are 
still standing on the installation of your equipment out there? 

Mr. Boorn. Yes. But I would like to express again that a wall- 
hung fixture of that type can be knocked down. 

Srarr Direcror. Going to the general situation now, Mr. Reilley. 
you say that you have no objection to the inspection and decision of 
what you refer to asa competent inspector. Of course, in this matter 
we have to look to the Veterans’ Administration as being the agency 
administering this program. Do you accept the people in the regional 
office, their construction folks, as being competent inspectors ? 

Mr. Remury. Y es,sir. I think that some of the members of the San 
Francisco Veterans’ Administration are not only competent but quite 
superior in their capabilities and in their background and in their 
knowledge. 

Srarr Direcror. Are you ready to stand on any subsequent decisions 
that they may make as a result of additional inspections or follow-ups 
on work that has been done or allegedly done out there in Layton Oaks 
and stand behind it ? 

Mr. Remary. I would like to qualify it, if I may. I would say yes, 
if I were permitted to also have present during that inspection or in- 

vestigation a representative of Clair Hill & Associates or one of his 
engineers. [at times think that inspectors can be harrassed by veteran 
buyers to the a where they would agree to anything just to get off 
the tract. Now, I do not think that is an unjust request, or—— 

Srarr Direcror. Or an unusual request 4 

Mr. Reitiey. I don’t know about “unusual,” sir. 

Srarr Direcror. Mr. Reilley, will you give us the lineup on the 
Beresa Corp.? First tell us: Is Beresa, as it exists today, the same as 
it was when it constructed Layton Oaks? 

Mr. Reuey. No, sir; it is different. 

Srarr Director. Well, do you have knowledge of the organization 
at the time Layton Oaks was constructed ? 

Mr. Reiter. Yes, sir. 

Srarr Direcror. W ho were the officers then, if you please ? 

Mr. Remuey. Mr. C. V. Sass was president, I was vice president, 
Miss Corrigan was secretar y. 

Srarr Drrecror. Are those the stockholding officers ? 

Mr. Retttey. They were the stockholding offic ers; yes. 

Srarr Drrecror. Were there other stockholders in Layton Oaks in 
addition to those individuals / 
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Mr. Renury. Not at the beginning of Layton Oaks. Mr. Sass was 
killed during the construction of Layton Oaks on a bridge job on the 
Federal River. Then there was a rearrangement. 

Srarr Director. Who obtained his share, then ? 

Mr. Retiuey. I can’t actually answer that, sir. 

Srarr Drrecror. Was it confined to Mr. Sass’ family ¢ 

Mr. Retmury. No, sir. 

Srarr Direcror. Some outside parties came into the picture? 

Mr. Reinier. Yes, sir. 

Srarr Direcror. But you don’t know who they were ? 

Mr. Retmury. Yes, sir; but not to that extent. 

Srarr Direcror. Can you tell us who they were? 

Mr. Remuey. Myself, Miss Corrigan, Miss Coyne, and Mrs. Bechtel. 

Srarr Direcror. Is that the present construction of Beresa? Or do 
you have a separate corporate entity for each project? What method 
do you use ¢ 

Mr. Rettiey. No, sir. We have a separate corporate entity for the 
sales of each project. We have a corporation that does the land de- 
velopment; Beresa does the building; and we have different corpora- 
tions that handle the sales of the project. 

Srarr Director. Let’s take one of your current projects. Let’s take 
Anderson Heights out here. You have « corporation that does the 
land development. On that particular one, can you tell us the com- 
position of that corporation ¢ 

Mr. Rettiey. Cates Land Co. 

Srarr Drrecror. What is the composition of the corporation 

Mr. Remury. The composition of the organization is that I am 
president of Cates Land Co., Miss Corrigan is secretary, and Mr. Bech- 
tel is vice president. 

Srarr Drrecror. Are those three officers the only stockholders in 
the corporation ? 

Mr. Remtury. Yes, sir. 

Srarr Direcror. Are there any other officers drawing a salary from 
that corporation ¢ 

Mr. Retry. Yes, sir. 

Srarr Direcror. Who are they ¢ 

Mr. Retry. My brother, Mr. Reilley, and Miss Coyne. Those are 
the other officers involved. 

Srarr Direcror. Are there other persons drawing salaries from 
that corporation besides the ones you have just named 

Mr. Remury. No, sir. 

Srarr Direcror. Now, Beresa itself, the construction corporation : 
Give us the composition of it. 

Mr. Remury. I am area of Beresa, Mr. Bechtel is vice presi- 
dent, Miss Corrigan is secretary, Mr. Reilley is vice president, Miss 
Coyne is vice president. 

Srarr Direcror. Now, are there other stockholders ¢ 

Mr. Reimer. No, sir. 

Srarr Drrecror. Are there other persons drawing salaries in the 
corporation ¢ 

Mr. Remiitey. Many. 

Srarr Director. I am not talking about employees. I am talking 
about corporate officers that draw a salary. 

Mr. Reuztey. No, sir. 
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Srarr Direcror. You have other persons hired in various capac- 
ities ¢ 

Mr. Remury. Yes, sir. 

Srarr Direcror. And then you constitute a separate organization 
for the sales of eact. eerenet 

Mr. Remury. Yes, : 

Srarr Drirecror. as you tell us what projects Beresa has con- 
structed? You said Layton Oaks was the first. 

Mr. Remury. Beresa has constructed Layton Oaks, Red Bluff, 
Corning, Orland. 

Srarr Drrecror. Layton Oaks home units. 

Mr. Remury. 158, sir. 

Srarr Direcror. Give us the units as you go through. 

Mr. Remuiey. Red Bluff, approximately 80 units; Corning, 13; 
Orland, 15; Willows, 40; 3 different tracts in Chico, Azalea, Almond 
Ranch, and Cypress, 31; Burmine, 35; and Crescent City, 100. Those 
are what have been built, sir, And Y ‘reka, 45. 

Srarr Direcror. And where are you presently engaged in construc- 
tion ? 

Mr. Remxiey. Brookings, Oreg., Crescent City, Calif., Anderson, 
Calif., Folsom, Calif. 

Srarr Direcror. What is the projection on Anderson Heights, the 
projected size of Anderson Heights? 

Mr. Rettiey. The projected size of Anderson Heights would be in 
excess of 600 units. 

Srarr Dirrecror. And Anderson Heights is the only thing you are 
doing in the Redding vicinity now? 

Mr. Remey. Yes, sir. 

Mr. Epmonpson. Mr. Sisk, do you have any questions ? 

Mr. Sisk. Mr. Reilley, I would like to inquire, with reference to 
Mr. Bechtel’s position at the time you built Layton Oaks: Now, what 
was Mr. Bechtel’s position with the company at that time? 

Mr. Rertiey. He was general manager and general superintendent 
of construction. 

Mr. Stsk. General manager and general superintendent of construc- 
tion. I don’t know whether you heard the testimony this morning 
or not with reference to the fact that he was called by one of the 
veterans and he made a statement that certain construction was 
definitely in error, but that there was nothing that could be done about 

t: that it was just their hard luck. Was that Mr. Bechtel’s normal 
attitude? 

Mr. Retry. No, sir; I do not believe so, and I do not believe that 
that was the statement. I think the statement was that we utilized 
random width resawn hardwood plank floor, which is a much more 
expensive hardwood floor, and utilized in the living rooms in the area. 
And they are the hardwood floors in the house. I believe that 
throughout the whole house, problems in hardwood floors have been 
with the resawn plank random width and they did have some surface 
check. But they have been inspected many times. The hardwood 
floors are not in the deplorable condition we have been led to believe. 
And I think Mr. Hill has looked at the hardwood floors and considers 
that they are normal. 

Starr Drrecror. Mr. Reilly, from our inspections we are not mak- 
ing an issue of the hardwood floors, although there are a few split 
boards. As far as we are concerned, we don't think that is the issue. 
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Mr. Stsx. What I was getting at was whether or not that reflected 
an attitude on the part of the builders; I mean, if that was the atti- 
tude that was shown from time to time by members of your organiza- 
tion to complaints. 

Mr. Retuuey. I think all I can say, Congressman, is that the amount 
of work done to try to satisfy and try to rectify the complaints must 
show some evidence that the desire of our firm is to bring some 
satisfaction. 

Mr. Sisk. Was Mrs. Corrigan or Miss Corrigan—which is it? 

Mr. Rettiry. Miss Corrigan. 

Mr. Sisk. Was it her job to receive « omplaints ? 

Mr. Remixer. It was Miss Corrigan’s job to handle all the secre- 

tarial work and the escrow work and the processing. Her only ac- 

ceptance of the complaint was perhaps being the only one in the 
office when someone would come in. It wasn’t her responsibility ; no, 
sir. 

Mr. Sisk. bik is your opinion, Mr. Reilley, with reference to VA 
inspections ¢ orn have any opinion with reference to the quality 
of VA ee aad Have you built any FHA houses? 

Will you answer that first? Have you financed at any time with 
FHA 

Mr. Remuey. Yes, sir; I have. 

Mr. Sisk. What has been your experience with FHA versus VA, 
so far as inspectors are concerned, in inspection of the project and 
project approval ? 

Mr. Remury. I have worked with FHA and VA inspectors. We 
are presently working with both FHA and VA inspectors. It is very 
difficult to make a blanket answer to that question, because the an- 
swer pertains to the individual inspector. I have found merits in the 
VA, and I have found merits in the FHA. 

Now, I am condemning myself, when I go back into the FHA office, 
by saying that I have found that your fee inspectors spread out over 
an area are able to do more constant inspecting of a project, even 
though there are only three major inspections, than spread out here 
where you are 150 or 200 miles away from an FHA office and you have 
to call for an inspector, and he has to schedule his trip to your tract. 
Needless to say, he is able to come only when you are calling for an 
inspector. Where you have a local fee inspector, we are now operat- 
ing with a half-dozen different inspectors. They are on the tract 
usually daily or at least three times a week. They are not on the 
tract Just to inspect your work when you call for an inspection. I 
have found both organizations very cooperative in rendering assist- 
ance as far as recommending changes of installation and changes of 
design 

Mr. Sisk. Have you had any complaints at any time similar to the 
complaints we are discussing today on an FHA project ? 

Mr. Remuey. Yes, sir. Not with Beresa, I haven’t; no, sir. But 
under the past operations in FHA projects, I have had like com- 
plaints when I was, say, an employee of another contractor. 

Mr. Sisk. Do you find today—as I understand, you are building 
both for FHA and VA; correct? 

Mr. Remtey. Yes. 
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Mr. Sisk. Do you find any difference in specifications or rigidity of 
inspection ¢ 

Mr. Remury. No, sir; they both operate out of the same book. They 
are both under the MPR’s for northern California. Their inspection 
requirements are pretty consistent. I think whatever changes they 
permit, they permit back and forth between their own office. 

Mr. Sisk. Referring back to the paint, a little while ago referred 
to, you are familiar with the valley area, the Fresno-Madera-Merced 
area ¢ 

Mr. Reinier. Yes, sir. 

Mr. Sisk. How would you compare that, as to the rapidity with 
which you would have to paint a house? Do you feel that this area 
is harder on paint than that area, or vice versa, or do you think they 
are about equal ¢ 

Mr. Retiiey. I would think that the area of northern California 
has greater extremes in climatic conditions and that they would not be 
too comparable. I would think that your house maintenance and your 
repainting of a house in northern California would require it more 
frequently than in the valley country. 

Mr. Sisk. What is the normal requirement on a home here in Red- 
ding, on a frame home, for painting’ Do you know, normally? Do 
you own a home here in Redding ¢ 

Mr. Remury. No,sir; 1 don’t. Lown one in Chico. 

Mr. Sisk. Do you know anything about what the normal is consid- 
ered to be on repainting a home ?¢ 

Mr. Remuery. I will ask Mr. Hill. 

Mr. Sisk. Do you know, Mr. Hill? You live here in Redding, 
do you not? 

Mr. Hitt. Yes, I do. 

Mr. Sisk. Are you familiar with about how often normal people 
repaint in order to keep the place in fair repair ? 

Mr. Hitn. Well, I don’t know what would be considered normal, I 
would say that my own house, my own home here—on the south side 
we consider it has to be repainted every 3 years. The north side will 
last 5 or 6 years. We found that same thing on schools. We do a 
lot of work for schools, and the south side has to be repainted about 
every 3 years. 

[ think in answer to your question, from a good deal of experience 
with painting, we have, as you know, around 37 inches of rain every 
wintertime, on an average, and it is quite often a driving rain. And 
then we have summers that are quite similar in the San Joaquin 
Valley. And we believe here it is tougher on paint than farther south, 
where they don’t have as wet a winter. 

I might say that I think one of the basic problems with the siding 
painting in Layton Oaks was the use of pine siding, which they are 
not using anymore as it is hard to hold paint on. 

Mr. Epmonpson. Congressman Engle, any questions? 

Any further questions ? 

Starr Direcror. Mr. Reilley, you heard the testimony here this 
morning by Mr. Sarles, the loan guaranty officer of the Veterans’ Ad- 
ministration, to the effect that the inspector on Layton Oaks was dis- 
missed or fired after he and Mr. Sandow inspected the project and 
they found the evidence of his work. 

Mr. Reitiey. Yes, sir. 
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Srarr Director. The evidence of that would be that he failed in 
his inspection; wouldn’t it ? 
Mr. Reiuuey. I believe you have a difference in location involved. 
He was released at the time the inspections of the Mt. Burney subdi- 
vision were made, prior to the first inspections or at the time of the 
first inspections. 
Starr Direcror. But he had completed inspections at Layton Oaks? 
Mr. Remtry. Yes, sir. 
Starr Direcror. And their statement to us is that they fired him 
because he wasn’t doing his job, in substance. 

Mr. Rettiey. At Burney, sir. 

Srarr Drrecror. There is a conflict there. Because you heard Mr. 
Sarles, here, say that he was not satisfied with his inspections at Lay- 
ton Oaks. 

Mr. Remury. The Layton Oaks job was completed, as I said, in 
December and January, December of 1952 and January of 1953. 

When did we build Mount Burney? We started last year. 

Mr. Hit. Two years ago. 

Mr. Retttry. Two years ago. Mr. Watson was not fired at the end 
of the Layton Oaks job. It was at the end of the Burney job. 

Starr Drrecror. There is no question but that he was fired because 
of the inadequacy of his inspection. 

Mr. Reittey. No, I would question whether that reasoning for firing 
was correct. 

Starr Director. Then you would say you feel he made adequate 
inspections on Layton Oaks? 

Mr. Remury. No, sir; I cannot say that adequate inspections were 
made on Layton Oaks. But he was fired, I believe for work on the 
Mount Burney subdivisions. 

Starr Direcror. Presumably, then, he was not making adequate 
inspections there, either? 

Mr. Remuey. That is the presumption; yes, sir. 

Srarr Director. Did Mr. Watson ever work for Beresa or any of the 
other corporations you have identified as related to Beresa before he 
was discharged ? 

Mr. Remtiey. He never worked for Beresa before he was discharged. 
After he was discharged he acted as a real-estate broker in presenting 
land transactions to us, but never prior to his discharge. 

Starr Director. Let’s see if I have it straight. After his discharge, 
he acted as a broker ? 

Mr. Retiiry. Not for us, just as a real-estate broker. Mr. Watson 
is a licensed real-estate broker in the State of California, and does 
business, That was his way of life. 

Starr Director. Did he ever sell any properties for Beresa or any 
of its associates while he was an inspector for the VA ? 

Mr. Reitiey. No, sir. 

SrarF Director. Did he ever negotiate for the purchase of any lands 
or tracts of lands while he was an inspector and inspecting properties 
for Beresa? 

Mr. Retiiey. He presented land deals or land purchases to us 
while he was an inspector for the Veterans’ Administration. 

Starr Director. He looked for land for you. In other words, 
he explored the possibilities of certain tracts of land? Ts that cor- 

rect ? 
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Mr. Remuey. As any other real-estate broker, sir, he would present 
land to us for our decision, whether we wanted to buy it or not. 

Starr Director. And that was occurring while he was an inspector 
assigned to Layton Oaks ? 

Mr. Rettury. No, sir. 

Starr Drrecror. Subsequent to his discharge from the Veterans’ 
Administration ? 

Mr. Rettiry. Prior to his discharge from the Veterans’ Adminis- 
tration. 

Starr Drrecror. Prior. Then was he assigned as an inspector on 
some of your other projects ? 

Mr. Remury. He had an assignment on another project; yes. 

Srarr Director. Which one 4 

Mr. Remuey. On Orland. 

Srarr Direcror. Which one? 

Mr. Remuey. Orland. 

Starr Director. We had received a report that Mr. Watson con- 
tacted a Mr. Kramer at Willows regarding a tract of land while he 
was doing some inspections for you. Do you know whether that is 
correct or not ? 

Mr. Remiey. We bought a piece of land from Mr. Tarman, from 
Oakland Willows. 

Srarr Director. Did Mr. Watson have anything to do with that 
association ? 

Mr. Reinier. No, sir. 

Srarr Direcror. You are saying you have no knowledge of Mr. 
Watson allegedly contacting a Mr. Kramer regarding a tract of land 
at Willows? 

Mr. Remuey. I have no knowledge of that; no, sir. 

Mr. Epmonpson. To clarify that point, I wonder if this question 
might not be in order: Have your land transactions with Mr. Watson 
been initiated by him, or have they been on commission from you ? 

Mr. Remury. Mr. Watson has never received a commission from us 
for a land transaction. Whatever commissions he obtained would be 
from the seller. 

Mr. Epmonpson. What I meant by that, though—I did not make 
my meaning clear—was: Had you engaged him to locate land for 
you on your initiative, or had he suggested it to you on his initiative? 

Mr. Rertiey. It would be on his initiative as a real-estate broker 
in the State of California. 

Starr Direcror. He surely had knowledge that you were inter- 
ested in a piece of land in a certain city. He must have known that. 

Mr. Retiiey. That is right. We buy most of our land, most all 
of our land, through real-estate brokers, and every day we have tracts 
of land submitted to us by various realtors. And that is their busi- 
ness. 

Starr Director. You know that the Veterans’ Administration does 
have regulations regarding conflicts of interest on the part of ap- 
praisers and inspectors? 

Mr. Remury. I know that; yes, sir. 

Starr Director. You did not feel that your dealing through Mr. 
Watson on tracts of land at the time he was inspecting the proper- 
ties for you might result in a conflict of interest on Mr. Watson’s 
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part? I am asking you: Did you think of that, or did you have 
knowledge of the VA regulation / 

Mr. Remury. Well, at the time I neither thought of it nor do I 
believe I had knowledge of it. I know of the regulation in effect 
now, and I don’t know whether the regulation was in effect those days 
or not. If it was, I assume it would “be the responsibility of the ¢ me 
praiser to so inform his officers. 1 do not think that a realtor would 
compromise his position in such a manner 

1 Srarr Direcror. It isn’t unheard of. 

Mr. Epmonpson. You have no knowledge of any conflict of interest 
that was present in any of your dealings with Mr. Watson and while 
he was serving as an inspector ? é 

Mr. Rettiey. No, sir. 

Srarr Director. And he has not had employment with your organ- 
ization or any of these organizations you have referred to as being 
associated with Beresa since his discharge? 

Mr. Retmyey. He has never had employment with us; no, sir. 

Srarr Director. The question is: He has not had employment? 
and the answer is “No”? 

Mr. Remuey. The answer is “No.” 

Srarr Director. And during the time he was inspecting for you, 
for Beresa, other than these brokerage arrangements, he did not 
receive any other moneys from Beresa except his inspection and ap- 
praisal fees / 

Mr. Reiter. That is right; yes, sir. 

Srarr Direcror. The answer is no, that he did not ? 

Mr. Remury. No, he did not. 

Mr. Sisk. Mr. Chairman, I would like to pursue a little bit further 
the situation with reference to Mr. Bechtel, whom you mentioned from 
time to time. Mr. Bechtel is not here today. Is that correct? 

Mr. Reitiry. No, sir; he is not. 

Mr. Sisk. He is still affiliated with your concern ? 

Mr. Rertiey. Yes, sir. 

Mr. Sisk. He actually was responsible for the construction in Lay- 

: ton Oaks; is that right / 
: Mr. Remury. That is right. 
Mr. Sisk. Do you attribute some of the problems you have had out 
there in any way to Mr. Bechtel’s supervision ? 
Mr. Reittey. I have to attribute some of the problems we had out 
there to lack of proper supervision ; yes, sir. 
Mr. Sisk. Would you think that was probably due to Mr. Bechtel ? 
Mr. Reimer. It was probably due to—either directly or indirectly 
| it would probably have to be due to Mr. Bechtel or our other super- 
3 intendents on the job, our foremen on the job. 
. Mr. Sisk. What is the background of Mr. Bechtel? Has he been 
in the building business before? Do you know anything about his 
background ? 
- Mr. Remey. Yes, sir: I believe Mr. Bechtel has been in the build- 
ing business since the early part of the thirties, and he has done work 
on : heavy- construction jobs, dam jobs, and home-building jobs in the 
; 4 bay area. 
- 4 Mr. Sisk. When did you first become associated with Mr. Bechtel ? 
Mr. Retiiry. I first became associated—you mean with Beresa? 
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Mr. Sisk. Yes. In other words, when was the first time that you 
yourself and Mr. Bechtel became associated in the same firm, or to- 
gether in any way? 

Mr. Remury. Well, Mr. Bechtel and I first became acquainted with 
a constructing firm in Emeryville, which was Newsom & Bechtel, 
which he was a partner of at the time. I worked for Mr. Newsom 
when I first was released out of the service, and then when I got out 
of the Korean affair and tried to put together this Layton Oaks, I con- 
tacted Mr. Bechtel to see whether he would take care of the construc- 
tion end of it. 

Mr. Sisk. What happened to Newsom & Bechtel? Are they still in 
business 4 

Mr. Remuey. I think the corporation is still in business; yes, sir. 

Mr. Sisk. But Mr. Bechtel is no longer connected with it? 

Mr. Retry. Mr. Bechtel is no longer connected with it. 

Mr. Sisk. He owns the stock now? Mr. Bechtel ¢ 

Mr. Retutey. His wife owns a share of it, sir. 

Mr. Sisk. Mr. Bechtel personally doesn’t own any ? 

Mr. Remury. Personally he does not, no, sir. 

Mr. Sisk. But his wife owns the stock ? 

Mr. Remury. Yes, sir. 

Mr. Sisk. Mr. Bechtel has never owned any stock in your company / 

Mr. Retry. No, sir, he hasn’t. 

Mr. Sisk. Has Mrs. Bechtel? How long has she been associated 
with you? 

Mr. Retiiey. Since the beginning of the Layton Oaks project. 

Mr. Sisk. In other words, since the very beginning of Beresa, is that 
right ? 

Mr. Remury. Yes, sir. 

Mr. Stsk. How do you share? I mean, actually are there four of 
you in the company? Four owners? Are you divided equally, 25 
percent between the four of you ? 

Mr. Remury. No,sir. We are divided a third each. 

Mr. Sisk. That is between yourself, Mrs. Bechtel, and Miss 
Corrigan ¢ 

Mr. Remary. That is right. 

Mr. Sisk. The three of you own Beresa, Inc. ? 

Mr. Remury. Yes, sir. 

Mr. Sisk. Is Mr. Bechtel supervising the Anderson Heights project ? 

Mr. Retiiey. Yes, sir, he is. 

Mr. Sisk. Is he also super vising your other projects? 

Mr. Rettxey. Yes, sir. 

Mr. Sisk. He is your general overall contractor; is that right? 

Mr. Remuery. Yes, sir. 

Mr. Epmonpson. Do any of you have any further statement you 
want to make ? 

Mr. Huw. Mr. Chairman, in the interest of time, I think Mr. Reilley 
has covered most of it, but for the record I do want to clarify 1 or 2 
points. I operate here as Clair E. Hill & Associates, and we do all 
types of civil engineering work. I have about 30 employees. We 
do a good deal of. inspection work and have since 1938, except during 
the war period, most of the inspection work being on schools. 
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We have not done inspection work on the houses for Beresa; we are 
responsible for the plans and do work with them on what we might 
term shakedown inspections when they change models. 

The reason I want to bring this out 1s because Mr. Jensei, who is an 
engineer employed by me, was the one designated to accompany the 
representative of the Veterans’ Administration in this detailed house- 
by-house inspection, and I believe he spent the best part of 2 weeks 
on the inspection there. 

There are just 1 or 2 comments that I want to make. I believe Mr. 
Reilley has referred to them and Mr. Sisk has asked several questions 
about the MPR’s. 

The MPR’s which are used on both the VA and FHA in this area 
coincide quite closely with the uniform building code which is put out 
by the Pacific Coast Building Officials Conference and is adopted by 
most of the smaller communities on the coast who are not large 
enough to have their own code. We work under both codes, more or 
less interchangeably, and there are very few things that apply to one 
that don’t apply to the others. 

The point I do want to make, though, is that regardless of how well 
a code is written or how well a set of. plans is put up, they are always 
subject to interpretation. And that is one of our diffic ulties at times 
in our jobs. That is why most contracts carry a clause in there that 
the engineer or the architect, whichever it happens to be, is responsible 
for the interpretation of the plans and specifications. 

But there are certain things that we have found in this area that 
do not give satisfactory construction even though they are permitted 
by the codes, and we have to modify the construction accordingly. 
And I think that is no different in this area than in any other area 
you go into, that there are local conditions where you have to follow 
local practices. 

Another thing I do want to point out is that there are few plans 
that are so suflic ‘ient, so completely detailed, that everything, every 
item, every joint, is spelled out in the plans and specifications. We 
do believe that in the plans which Beresa is constructing by now, we 
have a good, adequate set of plans. However, we do from time to 
time—-in fact, almost on each tract—have things come up where we 
believe that a change is necessary. And we attempt to modify those 
and get changes through. 

Unfortunately, sometimes changes are made without going through 
the proper channels, and the contractor gets tripped up on ‘them. 

Mr. Epmonpson. Mr. Hill, have you ‘examined the Layton Oaks 
plans? 

Mr. Hinx. Since all this came about; yes. 

Mr. Epmonpson. Do you feel that they were property adapted to 
the local conditions you have made reference to? 

Mr. Hitz. I believe that subject of the roof bracing has been ade- 
quately covered. And there were some of them that were definitely 
lacking in bracing. The bracing didn’t show in the plans, I don’t 
believe, and wasn’t put in. However, in some of the different types of 
roofs, the bracing, whether it was adequate or not, was marginal. 
But if I am not mistaken, they went through and replaced them. 

Now, that springiness of the kitchen floor—we know how it came 
about, and when it did come to attention it had to be corrected. There 
is no question about it. Now it is rigid. 
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Mr. Epmonpson. Did the kitchen floor bracing as originally con- 
structed conform to the plans, or not ? 

Mr. Hitz. The original plans called for the girders as they were 
constructed, and they called for, if I remember correctly, two-by 
tongue-and-groove flooring going at right angles to the girder. There 
was a change made, and the two-by was running on a diagonal, which 
gave a longer span, and I haven’t checked it since this hearing came 
up, but I am sure it was within the limits, but it was just too springy 
and had to be supported. And when that support was put under there, 
you have to wedge it up tightly. And that, of course, disrupted vari- 
ous other things which had to be corrected at the time. 

I think that is all I have that needs any further discussion. I would 
like to refer to Mr. Jensen. He wrote for me a letter that quite 
thoroughly covered the inspection of the tract that was conducted by 
Mr. Jensen and Mr. Sandow, and his detailed report is a good many 
pages, here, that I believe it would be very desirable to enter into the 
record. Here are the letters I referred to, 

Srarr Director. Are the letters in the nature of a summary of this? 

Mr. Hix. Yes. 

Mr. Epmonpson. Are these extra copies? 

Mr. Huw. Yes. 

Mr. Epmonpson. Then I wonder if it would be possible, if you feel 
it is material, to supply to the committee a copy of this detailed report, 
either for the file or for the record. ‘And we will make this letter, 
which summarizes the findings, a part of the record at this point. 

Mr. Hui. That would be fine, and we can have that printed and 
furnish it to the committee. It is the transparent sheets there, the 
25 sheets. 

Mr. Epmonpson. Without objection, then, the letter of April 14, 
1955, addressed to Mr. Bud Reilley, signed by Mr. Jack Jensen, will 
be made a part of the record at this point, and permission is granted 
for the filing for the file or the record, as the committee may decide, 
of the detailed material, which you will supply to us later, then, 

(The material referred to follows :) 


Ciarr A. Hitt & ASSOCIATES, 


Redding, Calif., April 14, 1955. 
Mr. Bup REILLEY, 


Beresa, Inc., Municipal Airport, Chico, Catif. 


Dear Mr. REmieyY: This letter is a brief report on the status to date of the 
repairs being made at the Layton Oaks and Burney subdivisions. 

Along with this letter I am sending you two copies of the original inspection 
report brought up to date. Will you please forward a copy of this report to 
Mr. Paul Newlin, of the Veterans’ Administration, so that he will be advised 
of what work has been accomplished. 


A. LAYTON OAKS SUBDIVISION 


Practically all of the 69 houses listed on the complaint list were reinspected 
as shown by margin notes on the original report sheets and, in addition, several 
other houses at random were inspected as shown on the new sheets added to the 
original report. This reinspection was made partly by Mr. Newlin and me 
together and partly by me alone. 

In general, the work to have been done prior to this reinspection was as 
follows: 

(a) Check the entire roof-bracing system and the grouting of the sills at the 
front stoop of all the houses in the tract, regardless of whether or not they had 
previously been inspected and corrected. Any roof bracing required, in addition 
to that requested by Mr. Sandow, of the Veterans’ Administration, was to be 
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installed. Any incomplete stuccoing of the foundations under the sills at the 
front stoop was to be corrected. Any additional grouting of sills requested by 
Mr. Sandow was to be completed. 

(bd) All other specific items pertaining to individual houses, such as replac- 
ing window glass, repairing front doors, etc., noted by Mr. Sandow, were to be 
repaired satisfactorily. 

Referring to the item numbers on the complaint list, the present status of the 
repair work noted above is as follows: 

Item 1: Fill around foundations, completed. 

Item 2: Grout sills, completed. 

Item 3: Caulk sills, completed. 

Item 4: Repair roofs, completed. 

Item 6: Brace roofs, completed. 

Item 7: Replace poor siding, completed. 

Item 9: Repair garage door, completed. 

Item 10: Repair small garage door, completed. 

Item 11: Reshim floor area, completed. 

Item 12: Brace kitchen floor, completed. 

Item 14: Replace scratched glass, completed. 

Item 15: Repair front door, completed. 

Item 16: Repair asphalt tile, to be accomplished. 

Item 17: Repair ceramic tile, one house, to be done at the same time the 
asphalt-tile repairs are made. 

Item 18: Repair hardwood floors, completed, except for one house where the 
owner is out of town. 

Items a, b, ec, d, e, f, g, h, and i: Miscellaneous special repairs, compteted, 
except for item “f” to be done at the same time as the asphalt-tile repairs are 
made. 

In summary, the remaining work is as follows: 

(a) Repair asphalt title in approximately 53 hours. 

(b) Repair ceramic title in two houses. 

(c) Repair hardwood floors in one house. 

(ad) Repair ceramic title in bath floor of one house (further explanation 
given below). 

Three houseowners refused to allow the workmen to do any further roof brac- 
ing. These three addresses are: 1113 Second Street, 1106 C Street, and 1108 
Fifth Street. In each case, the workmen made a serious attempt to complete 
the bracing. The work to be done at the first two houses listed was to add 
additional bracing to the roof beams that were installed earlier in the year. The 
work to be done at the last house listed was to completely install the bracing. 
This owner has floored the ceiling area and stored considerable heavy material 
in the attic. The attic load has caused a crack in the living room ceiling which 
is no fault of yours, and the owner does not want the material in the attic 
moved. I consider the work in these houses as completed. 

With regard to the work done on items 1 through 15, my opinion is that the 
workmen did a thorough and competent job. The homeowners as a rule were 
cooperative and I do not know of any who were not satisfied with this work. 

Mr. Andersen, of the Washburn Floor Co., asked each homeowner to sign 
his name upon completion of the hardwood floor repairs (item 18) to indicate 
that the work was satisfactory. All the people were willing to do this with the 
exception of the following: 

(a) David, 1117 Layton Road. 

(b) Stymis, 1102 B Street. 

Since then, I have talked to Mr. Stymis at his home and to Mrs. David by 
telephone. I have also talked to both of these people at other times at con- 
siderable length. Each of these people has complaints too numerous to men- 
tion here, but I will briefly review the situation as I have found it at each 
house. 

(a) David, 1117 Layton Road. The chief complaint about the hardwood 
floors is that they squeak. In addition, Mrs. David does not think that the 
floor structure of the house is strong enough and she says that the floor is not 
level. 

(b) Stymis, 1102 B Street. The chief complaint is the same as that above., 
and, in addition, they showed me 1 floor nail which had not been puttied over 
and 2 very minor discolorations about the size of a fingernail in the floor finish. 
The floorman broke two pieces of bath fioor tile (pink) while installing a new 
threshold at the doorway and this has been listed above as work remaining 
to be done. 
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In my considered opinion, both of these homeowners are chronic complainers 
and they will never be satisfied, regardless of what work is done. It is also 
my opinion that both of these hardwood floors are satisfactory and no further 
work needs to be done. 

It is interesting to note that, of 158 total homeowners and 69 homeowners 
registering original complaints, we have only 2 owners who are still dissatisfied 
with work so far completed. 


B. BURNEY SUBDIVISION 


No reinspection of any of these houses has been made. In general, the work 

po tag! been done before reinspection, as requested by Mr. Sandow, was as 
IWS: 

(a) Brace the roofs of four houses in a manner similar to that done at Layton 
Oaks. All the houses at Burney have hip roofs. 

(b) Replace 1 poor concrete pier and wood post in 1 house under the kitchen 
door. 

(c) Replace one cracked concrete walk. 

The workmen on the job report the following work done: 

(a) The roofs at the following four locations were braced: Lot 13, block 3; 
lot 5, block 3; lot 4, block 5; lot 3, block 5. 

(b) The concrete pier and wood post under the kitchen door was replaced at 
the house on lot 2, block 5. 

The only work remaining is to replace the concrete walk. This will be done 
as soon as the ground has thawed sufficiently. 

We can make a reinspection of these Burney houses at any time that is 
convenient to Mr. Newlin. 

Sincerely yours, 
JACK JENSEN. 

Mr. Epmonpson. Did you want to comment on this letter, Mr. 
Jensen ? 

Mr. JENSEN. Yes, sir. 

My name is John A. Jensen. I live at 1014 Third Street in Layton 
Oaks, and, as Mr. Hill has told you, I am employed by him as a civil 
engineer. 

Actually, I think I have two interests in this affair. First, profes- 
sionally; he has also gone into that, and that I was designated as the 
man from his office to accompany the VA representatives on their 
inspection trips to check the work done in the spring of this year. 
That is the first professional contact I had with the job. 

Also, I have a personal interest in the Layton Oaks subdivision, in 
that in the spring of 1954 we had been here for about a period of a year 
and decided to buy a house. Well, along with my wife, we looked at 
2 tracts here in Redding, and 1 tract in Anderson, in the $10,000 class. 

At that time we were already familiar with the Layton Oaks homes. 
When we first moved to Redding, we lived for a few weeks with a 
friend of mine who owns a home out there, and I had inspected his 
house and looked at it before and at other times after we had lived 
with him. 

There was no shortage of new homes in that area at that time. We 
could have bought any number of new or secondhand homes. We 
looked at them quite carefully, and at that same time we happened to 
hear of this house out there at 1014 Third Street, put up out there by 
a man named Gilkey, who was being transferred. I think he worked 
for the State of California. And it so happened that this other busi- 
ness started at about that time, and through Mr. Hill’s office files I had 
seen a list of Gilkey’s complaints to the Veterans’ Administration. 

Well, I went out and looked at the house. I had a perfect knowledge 
of what was in the house, and as far as I am concerned, how much it 
was worth. 
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I paid to Mr. Gilkey a thousand dollars cash for his equity. And if 
I remember correctly—and this can easily be checked—I think the bal- 
ance on the mortgage at that time was about $9,300. So I in effect 
paid $10,300 for the house. I felt that it was worth that to me, and I 
think that Mr. Gilkey got a satisfactory amount for his equity. 

We were satisfied with the house then, or I wouldn’t have bought it, 
and we are satisfied with the house now. 

I think there are certain complaints about houses, and, like Mr. 
Reilley has already said, I bought a $10,300 house. I think if I had 
bought a $50,000 house I still might have a few complaints. But I 
went into the deal with my eyes open, and I know what I bought, and 
I am satisfied with it. 

And incidentally, I have never belonged to the Layton Oaks Home- 
owners Association, but there has been a lot of, to my mind, adverse 
publicity in the newspapers about the houses out there. And from 
my standpoint, I think it has lowered the resale value of them and, 
as a matter of fact, decreased the value of my equity. 

So a friend of mine, I don’t know whether he was invited to attend 
the meeting or not, and I don’t think he belongs to the association, 
either—asked me to go to a meeting he had heard about. I think it 
was about the first of this year. We went to that meeting, and there 
were 3 apparent members present and 2 other people. I expected to 
see a lot of people there. I thought they all belonged. I am not say- 
ing that they only have 3 members; I am saying that is my personal 
knowledge of the Homeowners Association, and at that meeting we 
attended there were only 3 people there. 

I think that pretty well covers what I have to say. The letter and 
the report should cover the professional part about it and the in- 
spections that we made. In my opinion the work was done in a 
workmanlike manner and the repairs were accomplished. We made 
a pretty thorough inspection of it. We didn’t check every house in 
the tract and didn’t check every item of repair that was ordered, but 
we checked a good part of them, and in this detailed report I have the 
ones marked that we so checked. 

And I would just like to say once again that I think the repairs were 
satisfactorily made by the builder, and I am satisfied with the house 
that I have. 

Mr. Epmonpson. Are there any questions of any of the witnesses ? 

Mr. Sisk. Was this letter signed by this gentleman here. 

Mr. JENSEN. Yes, sir. 

Mr. Sisk. I notice you state here: 

It is interesting to note, that, of 158 total homeowners and 69 homeowners 
registering original complaints, we have only 2 owners who are still dissatisfied 
with work so far completed. 

I mean, is that your thinking at the present time, that there are only 
two dissatisfied owners in Layton Oaks? 

Mr. Jensen. No, sir; I know from being here today that there are 
more than that. 

Mr. Sisk. Was that your opinion, though, on the 10th of September ? 

Mr. JENsEN. It was. Those two people that are listed on the third 
page of the letter are the only people that indicated dissatisfaction 
to me. 
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Mr. Sisk. They are the only ones that you had heard about up 
until—let’s see. The 10th would have been Saturday. 

Mr. JEensEN. I beg your pardon. I thought you meant at the time 
I wrote the letter. 

Mr. Sisk. The letter was written, it says here, the 10th of Sep- 
tember. 

Mr. Jensen. It was copied on that date. 

Mr. Sisk. Oh, I beg your pardon. On the 13th of April. 

Mr. Epmonpson. At this time we will take a 5-minute recess. 

(Short recess. ) 

Mr. Epmonpson. We had better call the committee back to order. 
We do have half a dozen witnesses yet to be heard. 

The committee will be in order. I would like to say this to any 
witnesses yet to be heard. If there is any witness who desires to 
supplement what he has to say here by a written statement, in order 
to go into more detail than our time may appear to permit, we would 
be glad to make any extension of remarks that you want to send in, in 
the form of a letter to the committee, part of the record also. 

Mr. Davin. Congressman, may this be mailed at a later date? 

Mr. Epmonpson. Yes; but I suggest that it be mailed in within the 
next 10 days. It should be mailed to the Committee on Veterans’ 
Affairs, House of Representatives, Washington, D. C., and I would 
suggest putting on it “Attention: Mr. Meadows.” 

Is Mr. Martin here? 

Mr. Martin, are you with Mr. Miller, or are you with separate wit- 
nesses ? 

Allright. Will you come forward, then, Mr. Martin, please? Have 
a seat wherever you would like to sit and give us your full name and 
your address. 


STATEMENT OF CALVIN T. MARTIN, BURNEY, CALIF. 


Mr. Martin. Calvin T. Martin, Burney, Calif. 

I didn’t come down here to throw mud at the Beresa Corp. or to 
cry about what we purchased in Burney. I don’t think the people 
in Layton Oaks had the opportunity to know what they were getting 
as well as we did. 

My main objective in coming down is that it is my personal belief 
and that of several of my associates and people I deal with that the 
Veterans’ Administration is very lax on the housing program and that 
your VA regulations on building homes are very outdated, outmoded, 
and as far as I am concerned, and in the opinion of several others, a 
tent will almost fit their specifications. 

First of all, I would like to take step by step what we went through 
in Burney, not picking any particular personalities to pick on. 

The first knowledge I had of the homes there: I had signed for one, 
sight unseen, like many other veterans, because of the housing short- 
age. And I am pretty stupid in a lot of ways. I didn’t even bother to 
go over and look at the houses or at the foundations as they were 
progressing. But on a Sunday morning, I was informed—at the time 
I was commander of the Legion post in Burney—that I was expected 
to meet with our Congressman, Clair Engle, and Mr. Sarles, for an 
inspection of the home. 
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So we proceeded to have this meeting, after picking Mr. Engle up 
at the airport. 

I must say the foundations were a sorry lot; very ununiform, wavy, 
using possibly 3 or better inches of grout to meet the mud sills, which 

I don’t think is the practice in building any home. 

At a later date Mr. Reilly explained this to me, that they had had 
new forms ordered for the job; that they weren’t completed at that 
time and that they had to use forms from another locality. 

May I point out this fact: We are in a much different ‘climate than 

right here in Reading. We have subzero weather there at times. An 
average winter, the frost will go from 8 to 16 inches into the ground. 

That was the primary purpose of the extra depth in the foundations, 
which they hadn’t had their forms finished in time to start the job on. 

Anyway, on this inspection, Mr. Sarles—I believe Mr. Sandow was 
with us at that time too—was very disappointed in what they had 
seen, and had commented that as far as they were concerned the job 
was not acceptable. And at the time of the inspection they told the 
contractor on the job, that is, the contractor foreman on the job, to 
cease all operations until it could be straightened up. 

I left Mr. Sarles and Mr. Sandow that evening at approximately 
7:30. The following morning at 8, production was in full blast. I 
mean, it doesn’t make sense to me. It looked like something happened 
in between there. 

And that has been our opinion all the way along the line. Every 
beef we have up there, the Veterans’ Administration seems to come 
up and see what we are beefing about, but automatically they push it 
aside when they leave Burney. 

Going back to the specifications, I believe they are similar to what 
Layton “Oaks was under. Their concrete work had specifications for 
t inches of aggregate underneath the concrete. The contractor saw fit 
to use plain dirt. He built a nice little pile of dirt in the center that 
allowed 6 inches on the outside. I do believe, giving him credit, that 
he allowed a little heavier in the center than would be normally nec- 
essary with the aggregate underneath the cement. 

Well, that particular question was brought out, which is, the way 
we understand it, against the building code, that any deviation from 
the code had to be O. K.d through the VA office. And I asked Mr. 

Sarles at the time: Had such a change been O. Kd? It hadn’t been 
at that time. 

Anyway, as this progressed on, after the work started I observed 
them still working, and I kept waiting to hear from Mr. Sarles. He 
promised to let me know right away what the decisions would be. 
And I waited until about the middle of the week, and decided that 
was long enough, and I called him. 

Well, he read me parts of a letter written to Congressman Engle, 
stating ‘that they had hashed this over, and everything was ac ceptable, 
that Mr. Engle had looked at the houses in Red Bluff and believed 
those to be acceptable, so everything was nicey-nice. 

Well, I guess I am a lot like Mr. Bechtel of Beresa Cor p. I blow 
my stack pretty easily and say a lot of things that are probably better 
unsaid. But I wrote a rather hot letter to Mr. E ngle and, being half- 
way fair about it, I included copies to Mr. Sarles and to Beresa C orp. 

And it brought quite a few miserable moans from all departments, 
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Mr. Bechtel—I mailed it on Friday evening—was in my home Mon- 
day evening. Mr. Sarles didn’t see fit to come to see me, but he sent a 
representative. Mr. Engle I suppose is still squawking about it. I 
don’t know. But I have those copies of my letter, of Mr. Sarles’ let- 
ter, and I don’t particularly care whether they go in the record or not, 
but I will submit them. 

Going back to what our first problem was, which we tried to point 
out to all concerned 

Mr. Enete. Cal, may I interrupt to find out whether you also have 
my answer and copy of the answer I wrote to Mr. Sarles ¢ 

Mr. Marry. I think the rest of the correspondence—I didn’t have 
enough copies of it—went with the American Legion committee sev- 
eral months back. 

Mr. Enate. I will ask unanimous consent, Mr. Chairman, to include 
the response to this, wherein I wrote to Mr. Sarles in regard to his 
statements. 

Do you have those? Will you make them part of the file, so that 
the record will be complete ¢ 

Mr. Epmonpson. Without objection, it is so ordered. 

(The material referred to follows:) 








VETERANS’ ADMINISTRATION REGIONAL OFFICE, 
San Francisco, Calif., May 12, 1954. 
Hon. CLAIR ENGLE, 
Hotel Oaks, Chico, Calif. 


Deak Mr. ENGLE: In compliance with the request you made of me at Burney 
on Sunday, May 2, I am writing you personally as to the decision which this office 
has made relative to the acceptance or nonacceptance of the foundation for the 
houses built by the Beresa Corp. in their tract at Burney, Calif. 

We had a conference in my office yesterday morning with Mr. Robert Riley, 
and Mr. T. R. Bechtel of the Beresa Corp., and Mr. Clair Hill, a registered civil 
engineer of Redding, Calif., who does the engineering work for Beresa Corp. on a 
fee basis. There were also several members of my technical staff at this 
conference. 

It has been determined that the structural strength of the concrete mix used 
in these foundations is very ample. The aggregate used in the concrete mix was 
purchased in Redding and is of very good quality, and the ratio of concrete to the 
mix was in the proper proportions. 

You will recall when you were at the tract at Burney that the foundations 
were built on top of the soil, which had been scraped out to a depth of 12 inches 
below natural ground level. The Beresa Corp. will backfill with soil against the 
inside of the foundation to the top of the base of the foundation, and will back- 
fill with soil to a height of 12 inches on the outside of the foundation, sloping this 
fill from this height out to a point of 5 feet from the foundation to a point lower 
than the ground level inside of the foundation. The fills on both the outside and 
inside of the foundations are to be thoroughly soaked with water or “puddled,” 
and then tamped securely. This procedure is an alternative method to the dig- 
ging of trenches for the foundations, and meets minimum FHA and Veterans’ 
Administration requirements. Our technical staff also feel that this method 
will be perfectly satisfactory, and that inasmuch as the ground will be sloped 
away from the foundation, and thoroughly soaked and tamped, no surface water 
from the outside can possibly get under the foundation, and thus under the house. 

The builders have agreed to plaster or stucco the exterior walls of each 
foundation on a line even with the mud sill. This will greatly improve the gen- 
eral appearance of these foundations and will take away the “wavy” appearance 
which is now so apparent. Of course this does not add to the structural strength 
of the foundation, but in our opinion this is not necessary. 

The concrete slabs for the garage floors are laid on compacted dirt fill. This 
type of dirt fill is acceptable and in compliance with our minimum construction 
requirements in areas where the ground is considered stable as it is in Burney. 
It was also the opinion of the civil engineer that this ground is of a very stable 
nature. 
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All of these corrections will greatly improve the unsatisfactory foundation 
appearance as we observed it on that Sunday afternoon, and will also make 
these foundations acceptable. 

The present VA inspector in that area, Mr. Watson, will make no further in- 
spections in Burney. Arrangements have been made for the Chief of the Con- 
struction Unit of this office, Mr. Harry Sandow, whom you met with me that 
day in Burney, to make all further inspections at the Burney tract until the 
houses are completely constructed. This office is also making an endeavor to 
find another capable person in the Redding area who will agree to act as a 
fee inspector for us. 

The officers of the Beresa Corp. assured this office that any person who 
had signed a deposit receipt or purchase agreement and had made a deposit 
at that time, will receive a refund of the entire deposit if that person wishes 
to cancel his purchase agreement. They stated that this has always been their 
policy. 

I was told by Mr. Riley that he had shown you the houses which the Beresa 
Corp. have just completed in a tract at Chico. The same plans and specifications 
are being used for the construction of the houses in Burney. It is our opinion 
that with strict adherence to those plans and specifications and with strict 
inspection, stressing good workmanship, that the houses at Burney when con- 
structed will be as well constructed and present as good an appearance as those 
houses which you saw in Chico. 

This office appreciates your interest and the desire which you have in seeing 
that veterans who purchase homes with the aid of the VA guaranty, procure 
good, substantial homes for their investment. This office sincerely attempts to 
see that veterans do obtain good homes, and very generally we believe we have 
succeeded in that effort in this area. I must admit that our inspection pro- 
cedure is no better than the individual inspector on the job, and we regret that 
in this instance our fee inspector approved such a sloppy appearing job. We 
have not yet had an opportunity to talk directly with Mr. Watson about this 
matter but hope to be able to reach him some time next week. At that time we 
will determine whether or not he is still of value to our program. 

I am writing a detailed report to our Washington office relative to the 
complaints concerning the Layton Oaks subdivision in Redding. Our Washing- 
ton office will then write to your office concerning this. 

Very truly yours, 












































DUANE Y. Sarves, Loan Guaranty O ficer. 





BurNEY, CALir., May 14, 1954. 
Hon. CLAtrR ENGLE, 
Hotel Oaks, Chico, Calif. 

DEAR Mr. ENGLE: I have received a copy of the letter sent to you by Mr. Duane 
Y. Sarles. I have never seen anything that shows such backsliding, stupid, blind 
fear of pressure in my life. What really stopped me was a conversation with 
Mr. Sarles by phone May 12 in which he stated you looked at the houses they 
are building in Chico and that you agreed that this tract will be alright. I cannot 
believe this but if this is true, let me know at once because I am not stopping now. 

At any rate, I want to point out at this time certain parts of this letter from 
Mr. Sarles that are contrary to statements made to myself and a number of other 
people herein Burney. 

1. The structural strength of the concrete was not in question at the time of 
mixing. It is the allowing the concrete to burn itself out without the proper 
care after pouring. It was not wet down regularly or covered until it was 
properly set up. 

2. The conditions and the procedure of setting in the foundations were not 
acceptable (as stated by Mr. Harry Sandow and Mr. Sarles at their inspection in 
Burney) because of several conditions. They also stated in front of many wit- 
nesses that “it was a botched job and nothing possible could be done to correct 
the mess short of running a bulldozer over and starting over again.” Now, how 
could these corrections be put over other than from pressure from other inter- 
ested parties in Redding, Chico, or San Francisco? It is beyond my comprehen- 
sion. 

3. Garage slabs. The specifications call for 4 inches of gravel, which if 
changed or deviated from (statement by Mr. Sarles) must be approved by the 
VA. At the time of the inspection nothing had been submitted to the VA in the 
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form of changes. If the contractor at this time has approval from the VA and 
is to carry out the puddling and tamping (according to Mr. Sarles’ letter), instead 
of using the 4 inches of gravel, what happens to the first 3 slabs poured on dry 
dirt? Of course, there are witnesses to prove that there are other slabs poured 
on dry dirt, after this so-called puddling and tamping was to take the place of 
the gravel. 

These area few things that Mr. Sarles has completely reversed himself on. 

Mr. Engle, I, as a veteran, will work any way in my power to organize the 
veterans and the people of this area to put a stop to this type of operation any- 
where in this county. I include the people, because if the defaults come (which 
they will) the people along with the veterans will carry the load of this debt on 
taxes. The VA does not guarantee the first 50 percent of the loan, and the trouble 
will come in which half of the loan period? 

Mr. Engle, if you follow this outrage and go along with it, it is my firm belief 
you are not the man to be my Congressman. 

Very truly yours, 
CALVIN T. MARTIN. 


HovuseE OF REPRESENTATIVES, 
Washington, D. C., May 19, 1954. 
Mr. DUANE Y. SARLES, 
Loan Guaranty Officer, Veterans’ Administration Regional Office, 
San Francisco, Calif. 

DraR Mr. SaRLES: Acknowledging your letter of May 12, 1954, in regard to 
the situation at Burney: 

I was astonished when I discussed this letter with the veterans involved to 
be told that you had made the statement that I had already approved the program 
suggested in your letter. Since then I have received a letter from Mr. Cal 
Martin, the commander of the American Legion at Burney, a copy of which I 
enclose for your information. Having had no conversation with you following 
our meeting in Burney, or any correspondence, I am at a loss to understand on 
what basis you made the statement to Mr. Martin that I had approved the situa- 
tion at Burney. It will be appreciated if you will let me know on what you based 
your statement to him. 

Last Saturday I had a meeting with Mr. Cal Martin, as well as some of the 
veterans interested in the Layton Oaks construction. Mr. Martin informs me 
that you made the statement in his presence and in the presence of other veterans 
that under no circumstances would the work done up to that point on the Burney 
construction be approved; that you intended to condemn the whole business and 
start over again. This is the matter referred to in the second paragraph of the 
bill of particulars in Mr. Martin’s letter of May 14, 1954. In the light of that 
statement it is difficult for me to understand the decision set forth in your 
letter of May 12, 1954, which is in effect an approval of the foundation work put 
in at Burney, including a dirt-type fill for the garage floors, although the plans 
clearly specify 4 inches of gravel. The veterans are certainly entitled to some 
explanation of his complete reversal of the decision and I wish to suggest that 
you review the entire situation in the light of their complaints. 

I am glad that the officers of the Beresa Cory, have indicated a willingness to 
return the deposit made by the veterans as well as the note signed for $150. 
It is my understanding that this offer is good up to the time that the veteran 
actually accepts and takes possession of the house. 

However, the problem here is broader than simply giving a veteran a chance 
to get his money back and get out of what he regards as a bad deal. This con- 
struction is advertised by the contractor as veterans’ housing with the loans 
insured through the approval of the Veterans’ Administration. This implies a 
Federal approval and sanction of the type of construction and carries a warranty 
to the average veteran that the Federal Government is taking a hand in the 
matter to see that he gets a fair shake so far as construction standards are con- 
cerned. The veterans are inclined to rely on Federal protection. In addition, 
since the Government is insuring up to 90 or 100 percent on this housing, if there 
is very much wrong with it, in a few years the Government will be stuck with 
all of the shabby and depreciated housing. It therefore behooves the Veterans’ 
Administration, it seems to me, to exercise the greatest care in securing an 
accurate appraisal of the value of the building, a clear statement of specifications 
on the housing to be built, and careful and more frequent inspection than has 
occurred up to the present time. 
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and i The Beresa Corp. is currently involved in three rows in my district—Burney, 

ead 7 Alturas, and Layton Oaks. I foresee the possibilities of very great difficulties 

dry if this situation continues, and I am writing to urge that you give it your prompt 

red 4 and careful attention. Im addition, in order that we may have a complete 

> of 4 review of the matter, I have taken it up with the Veterans’ Committee éf the 
q House and intend to submit all the complaints to an appropriate subcommittee of 

1. 3 the committee. 

the Sincerely yours, 

ny- 4 CLA ENGLE, Member of Congress. 

Lich 

on 

ible 


VETERANS’ ADMINISTRATION, 
REGIONAL OFFICE, 


lief San Francisco, Calif., June 4, 1954. 
Hon. CLAIR ENGLE, 
House of Representatives, Washington, D. CO. 
t DEAR Mr. ENGLE: I have delayed replying to your letter of May 19 concerning 
the situation of the houses to be built at Burney, Calif., by the Beresa Corp., in 
order to allow time for the technical staff of our appraisal section, the chief of 
} that section, and myself to make a thorough review and restudy of that situation. 
This involved a reinspection of the tract, a number of conferences with the officers 
of Beresa Corp., and numerous discussions with the technical staff of our appraisal 
section. It also involved the removal from our panel of the fee inspector who had 
to q made construction inspections for us in that entire area, and the procurement of 
another fee inspector from Redding. 
| to I can appreciate how greatly disturbed you were when Mr. Calvin Martin, of 
‘am Burney, told you that I had stated to him that you had already approved the 
Cal program suggested in my letter of May 12 concerning those house foundations 
hI ; in Burney. Mr. Martin had obviously placed a completely wrong interpretation 
ing j to remarks I made to him in a telephone conversation on May 12. I did not make 
on such a statement to him. 
ua- Briefly, following are the sequence of events and a résumé of my telephone 
sed a remarks to Mr. Martin. You recall that I was at the tract in Burney on Sunday, 
4 May 2. On May 3, 4, and part of May 5, Mr. Sandow, chief of the construction 
the unit of our appraisal section, and I were inspecting houses regarding complaints 
me in Layton Oaks at Redding. We left Redding May 5 for Chico to confer with 
ans officials of the Beresa Corp., and drove on to San Francisco late that afternoon. 
nev : Thursday and Friday, May 6 and 7, we discussed in detail at my office in San 
ind : Francisco the Burney and Layton Oaks situations, and conferred with the district 
the FHA office concerning some of the minimum requirements to confirm some of our 
hat conclusions. Friday, I telephoned Beresa Corp. requesting a conference in my 
our office with them and their engineer. The date set was Tuesday, May 11. At 
put that conference the Beresa Corp. officials stated that they had taken you through 
ans their tract of homes at Chico and that you seemed to indicate satisfaction at the 
me appearance of the houses. At the conference we settled the important points 
hat concerning corrections and improvements to the foundations at Burney that we 
required in order to make them acceptable to meet our minimum requirements. 
: te The next day, May 12, I dictated my letter to you. Before the letter was 
50. typed I received Mr. Martin’s telephone call asking what I had decided about 
‘on Burney. I told him of the conference and the details of our decision. I teld 
him also that I had just dictated a letter to you explaining our decision in de- 
—_ tail. He asked for a copy of that letter to show the other purchasers, and I 
ot forwarded one to him. During the telephone conversation I told him what 
ne the Beresa officers had stated to me about showing you the Chico houses and 
i. that you had appeared satisfied with them. I told him that I had also seen 
ate those houses and that they were the same kind that would be built in Burney. 
the I informed him of the proposed foundation corrections and stated to him that 
hin with proper and strict inspections, it was my opinion that they would be good, 
al sound houses. My mention of you seeing the houses in Chico and the reported 
ore indication of satisfaction with their appearance apparently caused him to ar- 
ith rive at his faulty conclusion. I still am at a lass ta nnderstard whe Mr, 
iia? Martin wrote his letter of May 14 to you. In my opinion, the letter should 
on have been written to me rather than to you. I wish it understood that what 
aoe decisions were made were made by me and they were not approved by you. 
vm A copy of Mr. Martin’s letter of May 14, 1954, to you was forwarded to this 


office. 
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In order that you may be informed as to the actual status of construction at 
Burney, may I refer to the various paragraphs of Mr. Martin’s letter with 
a clarification of conditions as they have been found by competent engineering 
and*construction personnel to actually exist. 

*aragraph 1: Regarding the concrete mix in the foundations, I wish to state 
that the mix was very good. On inquiry we found that the foundation forms 
had been stripped off by the workmen in about 24 hours after the pouring. 
For careful control of the drying-out process of the cement the forms should 
have been left in place at least 3 days, or if removed sooner they should have 
been wet down with a hose twice a day for a few days, otherwise in that rela- 
tively high elevation they dry out very fast. When the forms were stripped off 
prematurely some of the cement stuck to the forms and the fast-drying cement 
had a tendency to flake off on the outside. This resulted in the very poor ap- 
pearance that we all observed the Sunday you were there. The rapid drying- 
out of the foundations did not adversely affect its structural soundness, in 
our opinion. To make certain, we requested that a test be made of a portion 
of the foundation by a competent registered engineer. This test was made and 
I was told over the telephone that it tested exceptionally strong. The written 
report of that test will be in our office shortly. 

*aragraph 2: This subparagraph of Mr. Martin’s letter states that the condi- 
tions and the procedure of setting in the foundations were not acceptable to 
us and that I had stated that it was a botched job and nothing possibly could 
be done to correct the mess short of running a bulldozer over them and starting 
over again. I did make a statement to Mr. Martin and Mr. Vaughn somewhat 
similar to that quoted above, but not as positive as that. I said that it was a 
sloppy looking job and I wondered if anything could be done to it short of bull- 
dozing the foundations away and starting all over again. I also clearly stated 
that we could make no final decision on the spot ; that we would have to wait until 
we returned to our office to thoroughly review all the various requirements re- 
lating to the situation; have a full discussion with some of our other techni- 
cians, and decide on several other points after further consideration. Mr. Martin 
neglected to quote that portion of my statement. I especially remember that 
statement because some newsman from a nearby local newspaper asked me 
what our decision was on the matter and I made that same statement to him 
as to not being able to make a final decision on the spot. 

Paragraph 3: Garage slabs. The specifications as submitted to us by the 
builder did specify 4 inches of crushed rock as a base under the garage concrete- 
slab floors. The builder pointed out to us that our own requirements specifically 
stated that in areas where the soil is considered stabie that a dirt base, puddled 
and tamped, is acceptable as a substitute for crushed rock in such cases. The 
soil in the tract at Burney is considered stable and had been certified as such 
by a registered engineer. Our minimum construction requirements permit this 
type of construction, consequently we are agreeable to accepting the substitute. 
The explanation of the builder as to why the specifications stipulated crushed 
rock is that because of an oversight the plans and specifications submitted to us 
where the ones they use in the valley locations where the soil is not stable, and 
crushed rock is necessary. The same planned house is to be built at Burney and 
they neglected to change the specifications before submission. The explanation 
is a plausible one. The builder emphatically insists that the dirt base for the 
slabs was puddled and tamped in each case except the first three laid. As a pre- 
‘aution, we are requiring that the builder either secure a surety bond or place 
funds in escrow for a period to cover two winters after construction to assure 
the replacement of any garage slab floor or driveway that might not, in our 
opinion, hold up properly during that period. 

Mr. Engle, I wish to emphasize that as loan-guaranty officer of this regional 
office, my first obligation and responsibility is to the Administrator of Veterans’ 
Affairs (which also means the taxpayer), and my next obligation and respon- 
sibility is to the eligible veteran. To carry out these responsibilities I must 
also assume a sane, reasonable, and fair atttitude toward lenders, builders, 
sellers, and real-estate operators, who are all essential factors to the success 
of this program. I must attempt to keep a firm, sensible balance to our operations 
and relations with all those with whom we must deal. I have kept these re- 
sponsibilities fully in mind in trying to arrive at a fair, suitable solution to 
this problem. It is my candid opinion, after many hours and days of discussion, 
study of the problem, consulting with my technical staff, and considered delibera- 
tions, that the decisions as to corrective actions we have stipulated concerning 


the foundations, garage floors, etc., will produce a sound, very satisfactory house 
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for the purchasing veteran, and that the Veterans’ Administration will assume 
no more than the average and normal risk in the guaranty of these loans. I 
assume the full responsibility for the decisions and actions we have taken in 
our effort to satisfactorily resolve this problem. 
Respectfully yours, 
DuANE Y. SARLES, 
Loan Guaranty Oficer. 

Mr. Martin. Our main objective up there was to point out that you 
can’t take a home from down here or from Red Bluff and move it to 
Burney and have the same climatic conditions as the valley has; which, 
laying all due credit where it should be, Beresa Corp. tried to cooperate 
in. Take the water, for instance. They wrapped the pipe, as I un- 
derstand it, at considerable expense to their company, under the 
houses. But they failed to go a little further and see what they were 
up against. They bring the main water lead to the house out of the 
ground in front of the house, up over the foundation, into the wrapped 
pipes. ‘They defeated their purpose within about 2 feet. 

The garages are well ventilated. Under the back duor of the gar- 
age, you have about an inch clearance, and in the front of the garage 
you have a ventilation port, which is fine for down in the valley. But 
up there when it gets down below 32, the pipes have a bad habit of 
bursting. And the pipes are exposed. The main leads to the pipe, 
water heaters, and so forth, are exposed in the four corners of the 
garage. 

I am pointing this out, that it is poor engineering, not being an 
engineer myself, to even contrive to set some thing up in that type of 
climate without even looking into it. 

Actually, this garage system under the door in the kitchen has 
caused a tremendous amount of problem in the area. I got a little 
sore, so I wouldn’t talk to anybody. Before I ever moved into my 
house, I spent almost a thousand dollars rebuilding the garage and 
cutting off the air, and as such I got out with $60 fuel bills, whereas 
some of them went from $60 to $100. 

But the prime purpose isn’t to holler at Mr. Reilley or Mr. Bechtel, 
or anyone. I have met both the gentlemen and have gotten along 
with both of them very well. It is my firm belief and the belief 
of the people that I represent that the VA regulations are not strict 
enough. Your inspectors aren’t strict enough. They are very wishy- 
washy. The whole thing should be rewritten and at over. 

Mr. Epmonpson. Do you have any questions, Mr. Sisk? 

Mr. Sisk. No; I guess not. 

Mr. EpMonpson. Mr. Engle? 

Mr. Enetn. Are you living out in one of those houses now? 

Mr. Martin. That is right. 

Mr. Enate. And do I understand that all 25 of them were finally 
sold and are occupied now ? 

Mr. Martin. I believe so. I think some of them have been resold 
since then. 

Mr. Ene ter. I think that is all. 

Mr. Epmonpson. Thank you very much, Mr. Martin. 

Mr. Martin. Thank you. 

Mr. Epmonpson. Is Mr. Donald J. Bennett here? 

Will you come forward, Mr. Bennett? 

Please give your full name and address. 








iB 
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STATEMENT OF DONALD J. BENNETT, REDDING, CALIF. 


Mr. Bennerr. Donald J. Bennett, 1224 Lincoln, Redding. 

I purchased 1 of 5 houses built by William Tyrell, the contractor 
down at Garden Tract. 

Mr. Epmonpson. And where is that located ? . 

Mr. Bennetr. Garden Tract, here in Redding, just below Market, 
a couple of blocks. 

I inspected the house before I ever signed any papers, and there 
were certain unfinished things in the house I wanted taken care of. 
Mr. Tyrell and the representative from the real-estate company said 
that these things would be cleared up and that he would stand behind 
any deficiencies in the house for a year. 

A few months passed before the final papers came through to 
be signed, and I refused to sign the papers until these things had 
been taken care of. 

However, the contractor said that if the papers weren’t in by a 
certain date, we would both lose our VA privileges as far as the 
loan going through. So I had the real-estate agent verify the fact 
that these things would be taken care of if I did sign the papers. 

Well, that has been close to a year ago, and I have been after the 
contractor and the real-estate company to take care of these deficien- 
cies, and so far there hasn’t been a thing done about it. 

Mr. Epmonpson. Just a moment ago you said the contractor told 
you that you had only until a certain day, after which you would 
lose your VA privileges? 

Mr. Bennett. He would lose his application for a loan, and I would 
lose my application. We would have to file all over, and he only had 
a certain length of time to get those papers in. 

Mr. Epmonpson. You mean that that particular loan application 
would have to be renewed then? He didn’t tell you that you would 
lose your right to have a guaranteed loan, did he? 

Mr. Bennett. No; he said that we would probably have to go 
back and file for another loan again, and he wanted to get his money 
out of it as soon as he could, because he was way behind, and that 
is the only way we could get it by a certain date. 

As far as actual construction faults in the house are concerned, 
they are not too drastic. There is one particular part underneath 
the house where they laid the sewer line. They dug a ditch, laid 
the sewer line in the ditch. Right along parallel with this ditch is 
a row of cement piers, I guess you would call them. In the time 
of nearly 11 months that have elapsed, the dirt is sloughing away and 
going down into that sewer trench, and it looks to me like the house 
may be starting to settle along that one spot. There is a heavy over- 
head garage door with just single-door hardware on it. In fact, I 
have a scar on my nose—the door came down 1 day and the steel 
strap hit me across the nose. Stronger hardware was promised for 
the overhead garage door, which has never been installed. The 
cooler on the roof was never installed properly. The contractor him- 
self got up there 1 night and, instead of putting electrical connec- 
tors on the cooler, he just took a punch and punched a hole in the side 
of the cooler, punched a hole down through the roof, and last winter 
I had to get up there with some tar and tar that up to keep it from 
leaking. 
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The front porch, as I understand it—I didn’t see it, but people 
told me they had trouble with the front porch when they were con- 
structing the house—and in order to hide some of the faults of the 
front porch they put a planter across part of the front of it. Now 
the planter is pulling away from the porch. There is about a half- 
inch separation in there and there are cracks where the steps adjoin. 

I have a list of several different things here. 

Mr. Epmonpson. Are all of these things, now, that you have re- 
ported to the builder, that you have taken up with the builder. 

Mr. Bennetr. I have taken them up with the contractor, with the 
realty company, and we also contacted Mr. Ashbaugh from the con- 
tractors association. 

Mr. Epmonpson. Have you taken them up with the VA also? 

Mr. Benner. Not with the VA. 

Mr. Epmonpson. This is the first knowledge that you know of that 
the VA has had of these particular faults? 

Mr. Bennett. That is right. There are 4 other faults down there 
with mine, and I think the other 4 occupants would have been up 
here to testify today, but the way the paper had the article written 
up it was primarily for the Beresa homes. But when somebod 
makes a promise like that, I can’t do anything about it, and the real- 
tor says his hands are tied, and the contractor won’t do anything about 
it. I thought I would come to the Veterans’ Administration because, 
after all, in their little booklet, they said anything we weren’t satis- 
tied about to let them know, and, although they might not be able to 
correct it, they would keep that reference for future use. 

Mr. Epmonpson. Mr. Bennett, I would like to suggest to you that 
you make a complete list of the complaints that you and the other 
persons in this particular group of houses have, separately as to 
houses. by address and by owner, and that you supply that list to 
the VA. 

Srarr Drrecror. In San Francisco. 

Mr. Epmonpson. And we are here and now asking the VA to give 
the committee a report on the developments that follow your sub- 
mission of those complaints. I am quite sure that they will follow 
up on them with your builder. 

Mr. Bennett. I would also like to add a little bit to what this 
gentleman testified about the inspection, this gentleman who appeared 
before me. The city inspector inspected my house. He was in there 
for about 2 or 3 minutes, and I asked him several questions when he 
came out. None of the answers that he gave me were satisfactory. 
I asked him about the asphalt tile buckling on the roof, and there 
wasn’t any satisfactory answer given on that, and I asked him several 
other questions about the construction of it, and he more or less didn’t 
give me a satisfactory answer on any of it. 

So I think the inspection of these houses by a so-called inspector 
should be tightened up. I mean, whatever they go by, the standards 
that they have to inspect the house by, should be tightened up. Be- 
cause after all, one fellow will inspect for the VA, and another in- 
spect for the FHA, and if one passes—I think those items should 
be looked to. 

Mr. Epmonpson. Thank you very much. You will submit the de- 
tailed list of complaints to the VA office ? 

Mr. Bennett. In San Francisco. I will. 
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Mr. Epmonpson. To the attention of Mr. Sarles. 
Is Mr. Jordan T. Henry here? Mr. Jordan Henry? Mr. and 
Mrs. Richard W. Rowland ? 


STATEMENTS OF MR. AND MRS. RICHARD W. ROWLAND, 
REDDING, CALIF. 


Mrs. Rowtanp. Are these questions limited to the Beresa con- 
struction only ? 

Mr. Epmonpson. The last witness dealt with another contractor, 
and I see there are several other contractors listed here. 

Mrs. Rowxianp. I am Mrs. Richard W. Rawland. We reside at 
2985 Knowland Avenue in the Enterprise district in Redding. 

I would like to know the procedure for bringing suit against a con- 
tractor and his subcontractors. This man built four houses which 
were used as models for a tract, and it has damaged the reputation 
of the man who was selling the houses in the tract. It has made it 
very difficult for the present contractor who built the tract to sell 
those houses, as a result of the bad workmanship on the one we 
occupied, plus the other three. 

I have a file of papers at home that thick [indicating] that Mr. 
Engle can verify, and I am sure the VA in San Francisco has also, 
concerning it, that they have been working on our house and are now 
working on the other three. 

Mr. Epmonpson. You have made complaint to the VA about that? 

Mrs. Rowianp. Yes, we have; and they have taken steps. But I 
would like to know the proper procedure for bringing suit against 
the Sacramento contractor and his subcontractors, that coon damaged 
the probabilities of completing the sales on these other houses with 
the other contractor. 

Mr. Sisk. Mr. Chairman, I might comment? 

Now, of course, as I understand it, these homes are VA homes. 
They are VA insured. Is that correct? 

Mrs. Rowranp. They are. 

Mr. Sisk. Were you in the room this morning when Mr. Sarles and 
Mr. Sandow were making their statement? 

Mrs. Rowxanp. No, I came in this afternoon. 

Mr. Sisk. Well, there was some discussion. I think that I might 
quickly enlighten you that, of course, the VA’s position is, as stated 
this morning, that once, of course, you go into a matter of court pro- 
cedure by obtaining an attorney, usually the VA steps aside. Now, 
that in nowise prohibits you from doing it. The point is this, that 
if this matter can be handled through the VA to your satisfaction, to 
me that would be the proper thing to do. Now, the matter of taking 
legal counsel is strictly up to you to determine. 

But I would like to know what your experience with the VA has 
been. Have they refused to do anything? 

Mrs. Rowtanp. No. They sent two different inspectors up, and they 
have made the recommendations, and at the convenience of the super- 
intendent he is getting around to completing the work. As I under- 
stand it, they are coming in again tomorrow. And we have a letter 
from the Veterans’ Administration in Washington to Mr. Engle, a 
copy of which he forwarded to us, stating that they should have 
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been finished with the work on or about July 1, 1955. And they 
started on July 5. 

Mr. Epmonpson. Mrs. Rowland, your contract was with the Newton 
Development Co.; is that right? 

Mrs. Rownanp. Yes. 

Mr. Epmonpson. And the Newton Development Co. had a subcon- 
tractor by the name of Reed? 

Mrs. Rowtanp. George W. Reed, in Sacramento, built four houses 
which were used as models. 

Mr. Epmonpson. It would occur to me that the Newton Develop- 
ment Co. would be the people that would have the suit, rather than 
you. That is a curbstone legal opinion, possibly. 
~ Mrs. Rowianp. Mr. Chairman, we have occupied the house since the 
end of last year, and I am entirely in sympathy with these gentle- 
men who claim roof leaks, because the first time it leaked after we 
moved in, ours leaked in 5 places, and again after it was repaired it 
leaked in 3. 

Mr. Epmonpson. What I am saying is that you must look to Newton 
Development, and if there is a lawsuit against the actual subcontractor 
it would probably be Newton rather than you. 

Mrs. Row.anp. That is what I came in to find out. You have an- 
swered my question. 

Mr. Epmonpson. That is a curbstone legal opinion. All right, 
ma’am. 

Mrs. Rownianp. But I also heartily concur in the opinion of the 
gentlemen preceding me here, when they state that they feel that 
inspections have been most inadequate. The local inspections have 
been most inadequate. 

Mr. Epmonpson. Mr. Rowland, did you have anything to add to 
what Mrs. Rowland had to say? 

Mr. Rowtanp. Yes, sir, Mr. Chairman. My name is Richard W. 
Rowland, I had better state. I can recall very well the inspector, the 
local inspector for the Veterans’ Administration, after I was showing 
him some of the defects, most of which have been remedied since then, 
saying to me, “You are a civil engineer. I am surprised you bought 
this place.” I was depending on that man’s word that he was an 
inspector. I have been an inspector myself, and still am, not for 
houses. But I was depending on his say-so that that house would 
be all right. That usually is the proper procedure, that an inspector 
O. K.’s it. But it certainly was nowhere near all right when he gave 
his O. K. originally. 

Mr. Epmonpson. And you tell me that the inspection was inade- 
quate ? 

Mrs. Rowtanp. I feel it was very inadequate. And the final inspec- 
tion was done by a representative from the regional office and not by 
the local inspector. In fact, I don’t know what he is here for. 

Mr. Epmonpson. Does anybody have any questions of Mr. and Mrs. 
Rowland ? 

Thank you very the 

Mr. Leonard G. Carlson? 

Will you state your name and address, please, sir ? 
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STATEMENT OF LEONARD G. CARLSON, REDDING, CALIF. 


Mr. Cartson. Iam Leonard G. Carlson. I live at 630 Leila Avenue. 
That is a subdivision I think Mr. Reilley omitted to mention in his 
description of the work they have been doing. There are 31 homes out 
there. They completed construction, I think, in June of last year. 

Mr. Epmonpson. Is that the subdivision known as Cypress subdivi- 
sion of Beresa Corp. ? 

Mr. Carson, Yes. 

Mr. Epmonpson. Would you state what your complaint is? 

Mr. Cartson. Well, my complaint is that there has been an awfully 
slow followup in the coordination between the contractors and the 
owners, between Beresa and their subcontractors. They have been 
awfully slow in every thing they accomplished. In one case Beresa 
has been very lax even in correspondence. Al] last summer I didn’t 
have much todo. I was up in the northern part of the State working 
on a construction job, so I didn’t have much to do in regard to the 
condition of the house. The wife sort of brought things to my atten- 
tion, but I figured, “Well, I will wait until fall and then look after it.” 

Last November or December, I wrote to Beresa. What brought it 
on was the first steady rain we had. I look out of the craw] space 
under the garage and see 6 or 8 inches of water under the foundation. 
I couldn’t quite see that from where I am situated. I am as far as the 
rest of the subdivision up; about the highest piece of ground. Still I 
had water, 6 or 8 inches, under the foundation. 

I wrote to them a very nice letter stating the circumstances and the 
few things that had come up during the summer. I waited and waited 
and didn’t even get any correspondence from them. 

So finally, I wrote a little stronger letter. And I got an answer to 
that last June. In that letter they stated they had fouled this thing 
up and the corrections would be all taken care of within 2 weeks. 

Between June 18 and now, that is a long 2 weeks. They have been 
there and left, and they have always skipped the big things. They 
have tried to flower things off by a little here and a little there. They 
have patched the stucco here and there, patched the plastering. They 
still haven’t patched the roof. That has been leaking since the first 
rain we had last fall. 

Mr. Epmonpson. What about your drainage? Has your drainage 
problem been solved ? 

Mr. Cartson. No, that has never been corrected. I have also talked 
to the man a month or so ago who was up wanting the wife to more or 
less sign a release from something. I happened to be home that day. 
I wasn’t feeling very well, so I stayed home. She said, “There is a 
man here, and if you want to get anything done you had better do it 
now, because he wants your signature on a piece of paper.” I got my 
list out and I went around the house and showed him. 

At the time this water drainage was brought up through the Beresa’s 
representative, one of their representatives came to the house, and my 
wife mentioned it. I don’t know what kind of a fellow he was, 
but he said maybe the water problem would be here this year and 
wouldn’t be here next year. Well, I don’t know. Nothing has been 
done to correct it, and I don’t know how it is going to correct itself. 


Mr. Epmonpson. Mr. Carlson, have you brought this to the attention 
of the VA office ? 
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Mr. Caruson. Yes; as of last June. 

Mr. Epmonpson. Mr. Sarles? 1 

Mr. Carison. No, the letter was sent to the Veterans’ Adminis- 
tration. 

Mr. Epmonpson. Have you had a response from the VA concern- 
ing it? 

Mr. Carson. No; I have not, sir. 

Srarr Director. Did you receive a reply from your letter? 

Mr. Cartson. Not fromthe VA;no. Here is a letter from Beresa. 

Starr Director. Do you have a copy of the letter you sent to the 
Veterans’ Ac Iministration ? 

Mr. Caruson. That is a copy of the letter and the list of com- 

j plaints. 

Srarr Dimecror. That is dated June 13, 1955? 

Mr. Cartson. That is this year; yes. 

Srarr Drrecror. And you sent a copy of this to the office in San 
Francisco ? 

Mr. Caruson. Yes. 

Starr Direcror. And you have not had a reply yet ? 

Mr. Carison. That is right. 

Mr. Epmonpson. I notice you have this headed “Veterans’ Ad- 
ministration Investigation Committee.” Was that intended for the 
VA itself, or for the Veterans’ Affairs Committee of Congress? 

Mr. Cartson. Well, this was sent to San Francisco, sir. 

Mr. Epmonpson. To the VA regional office in San Francisco? 

Mr. Cartson,. Yes, sir. 

Mr. Sisk. Do I understand you have not had a letter from the VA? 
Is that right ? 

Mr. Carison. I mailed this letter the same day as written, or the 
following day. June 20, I think, I wrote this letter to San Francisco. 

Mr. Sisk. Has there been any VA inspector or anyone from the VA 
around to see you? 

Mr. Cartson. No. 

Mr. Sisk. No one has either called or written to you at all? 

Mr. Cartson. No. There have been a few from the Beresa Co., 
1 man to stucco and 1 man to plaster, and that is about the extent of it. 

Mr. Sisk. At any time in your conversation with those workmen, 
did they say anything about the VA contracting them to do some work 
for you? 

Mr. Carison. They seemed awfully hush-mouthed. They didn’t 
seem to want to give out too much in the time I talked to the workmen. 

Mr. Sisk. Have you heard of any other cases where the VA has been 
lax in answering your letter or following up complaints? 

Mr. Carrson. W ell, to tell you the truth, Tam fairly well acquainted 
in our subdivision, not maybe as well as Layton Oaks, because I have 
only been there a little over a year. And last summer I was gone from 
March until Christmas time, or Thanksgiving time. So I know a few 
of the neighbors, but I never did hear any of their personal problems, 
except maybe i in the immediate neighborhood. But as far as the VA 
is concerned, I haven't heard of anyone being contacted from the VA. 
‘i Mr. Sisk. ‘That is all, Mr. Chairman. 

Mr. Epmonpson. Mr. Carlson, I note. looking at your letter of com- 
4 plaint to the building inspector and the VA, that you are subject to 
| two pretty good sized dr ainage easements, here. 
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Mr. Cartson. That is one thing I would like to bring up here, sir. 
Because it wasn’t known to me until I got my actual copy of the deed 
from the county reporter that I had the easement on the property. 
Now I have a nice 8-foot strip on the west side of my lot, the full 
length, 160 some feet. 

Mr. Epmonpson. Well, it has an 8-foot one along the west side and 
a 5-foot drainage easement down the center of your property. 

Mr. Cartson. Yes; that is one thing. I haven’t heard anything 
on that, how that is going to be erased. 

Mr. Hill has left here now. On that little diagonal piece, they did 
put ina storm drain. I forget the size, maybe 8- or 10-inch concrete 
pipe. It ran through my lot, through the back side of the lot, and it 
went around par alleling the back side of the lots on the east side of 
that subdivision and parallel with Shelley Lane and dumped off some 
place down there. That is supposed to take care of that pothole, I 
would call it, in the rear of my lot. I asked Mr. Reilley about that 
the day I signed up for the lot. That was December of 1953. 

“What about that water problem I have back there?” 

“Oh, we are going to take care of that.” 

I didn’t take the time to ask him how they were going to take 
eare of it. 

They put in 8- or 10-inch concrete pipe drain. 

Mr. Epmonpson. Do you have an extra copy of this particular 
letter ? 

Mr. Cartson. Yes; I have 2 or 3 extra copies. 

Mr. Epmonpson. 1 wonder if I could ask you to supply 2 copies, 
1 for the file and the other for Mr. Sarles, and we will turn it over 
to him. It is entirely possible, just judging from the heading you 
have at the top here, of the addressee, that it could have been mis- 
directed. If you will give us one more copy of your June 13 letter, 
I think we can follow up on your complaint. 

This is the June 13, 1955, letter on the subject of complaints con- 
earning construction of home. Let me have that extra copy, and we 
will see that Mr. Sarles gets one, and if there is no objection, the other 
one will be made a part of the record at this point. 

(The letter referred to is as follows :) 

JUNE 13, 1955. 
To: H. E. McIntire, building inspector, and Veterans’ Administration Investi- 
gation Committee. 
From: Leonard G. Carlson, 630 Leila Avenue, Redding, Calif. 
Subject: Complaints concerning construction of home now occupied and being 
purchased by complainant. 

1. Some shingles on ridge of roof missing, causing leaks and stains. 

2. Insulation in attic not to required depth on portion of ceiling. 

3. Stucco on exterior of house cracked and more is cracking. 

4. Stuceo around outside door frames broken away. 

5. Paint has been peeling off inside of widow sashes since we moved in. 
Paint on window sills also involved. 

6. ene plaster cracked at every seam. 

7. Nails springing, mostly interior. 

8. Large cracks on concrete approach slab and garage floor before we moved in. 
Several large cracks in garage floor. 

9. Water collects under house to a depth of 6 to 8 inches under house during 
winter rainy season, taking many days to seep away. Drainage inadequate, 
causing a most unhealthy condition. 

10. Would like to have drainage easement stipulation removed from de- 
scription of property. This stipulation was unknown to me until I received final 
papers making me legally responsible for the property : 
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“Being subject to a drainage easement 8 feet wide along the westerly side 
thereof and also being subject to a drainage easement 5 feet wide being 2.5 feet 
on each side of the following-described centerline : 

“Beginning at a point on the east line of said lot; from whence the northeast 
corner bears north 0°47’ east, 2.5 feet; thence north 89°13’ west, 31 feet; thence 
south 35° west, 65 feet more or less to the point of ending on the west line of 
said lot.” 

This is the item as it appears in my copy of the grant deed (joint tenancy) 
concerning : “Lot 11, block 2 of ‘Cypress Subdivision,’ as shown on map recorded 
March 12, 1953, in Book 8 of Maps at page 16, Shasta County Records.” 

Attention at the earliest possible date to the above complaints will be very 
much appreciated by the undersigned veteran. 

LEoNarD G. CARLSON. 

Mr. Sisk. Mr. Chairman, I would like to ask the witness: 

Do I understand you purchased this property without knowing 
anything about either the 8-foot easement or the 5-foot easement ? 

Mr. Cartson. No; that was not brought up until this deed was 
received. It was the 15th day of June 1954. It was witnessed by Mr. 
Reilley and Miss Corrigan. That was July 19, 1955, that it was put on 
record in the County Title Co. 

Mr. Sisk. That is your deed, but what I have in mind: When you 
originally looked at this house for purchase, did you buy this home al- 
ready built ? 

Mr. Cartson. No. We actually bought the lot, and the house was 
to be put on later. 

Mr. S1sk. Oh, you purchased the lot. 

Mr. Cartson. We paid our $50 down. 

Mr. Sisk. And they were going to build you a house ? 

Mr. Cartson. Yes. 

Mr. Sisk. And nothing was mentioned about any easement whatso- 
ever on the property ¢ 

Mr. Carson. No. 

Mr. Epmonpson. Did you make any check of the status of the prop- 
erty as to easements against yourself? 

Mr. Cartson. No. It didn’t even dawn on me until this grant deed 
was received by me in the mail. That was the first knowledge I have 
had of any easement. 

Mr. Epmonpson. Did you have any assurance, written or otherwise, 
from the builder, that this lot was free and clear of all easements ? 

Mr. Carson. Well, I brought up the water problem to Mr. Reilley, 
and he said it would be taken care of, and I figured maybe they would 
take care of it by a little channel between the lots or by under- 
ground pipes of some sort, but I didn’t think they were going to have 
an 8-foot strip off the side of my lot. 

Mr. Epmonpson. I think you have given us the information that 
we need to make a followup on this. I do think, however, sir, that 
there could have been more caution on your part on the matter of 
checking the condition of the property as to easements that would exist 
against it. 

Granting that the drainage situation very probably should have 
some correction, at the same time, I think that any person acquiring 
land for construction of a home is under some obligation personally 
to determine whether or not there are easements against that land, in 
the absence of warranties and specific statements from the person sell- 
ing that there are no easements. 
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Mr. Caruson. It just never came to my mind. I owned property 
back in the Middle West. If there was any stipulation like that, it 
hadn’t come up. It was more or less talked over, before there was 
anything cut and dried. And as far as the drainage ditch they did 
put in, it is not solving the problem. 

Mr. Sisk. Did you see the lot before your purchased it? 

Mr. Caruson. Yes. 

Mr. Sisk. Was there anything on it to indicate an easement ? 

Mr. Carson. No, 

Mr. Sisk. Was there any drainage ditch on it? 

Mr. Cartson. No, there were no drainage ditches. It used to be 
an old grape vineyard, the lot I was on. It still had the grape stubble 
sticking up. 

Mr. Sisk. What size lot? 

Mr. Carson. 68 by 168. That is in round figures. 

Mr. Epmonpson. Could you see the water running across it at any 
place ? 

Mr. Caruson. No, at this time in September it was backed up on the 
northeast corner of the lot and the north side of the 2 lots adjoining 
mine, the 2 lots to the east. That is what I brought to Mr. Reilley’s 
attention, about this subsurface water. 

Mr. Epmonpson. Thank you very much, Mr. Carlson. 

Mr. Frank Miller? 

Mr. Remiry. Would the Chair permit a second, please, before the 
new witness? I might be able to assist in clarifying Mr. Carlson’s 
problem, if it would be to the interest of the Chair. 

Mr. Epmonpson. Allright, sir. If you can do it briefly. 

Mr. Retuey. Mr. Carlson has been very cooperative with us and 
has been a very cooperative veteran purchaser. The plot map issued 
at the time clearly indicated the drainage easement, and these drain- 
age easements are not above ground. They are below ground. There 
was a drainage problem there, and the rear of the property has a ditch 
at one place 9 feet deep in order to pick up a subterranean-drainage 
problem. 

In that ditch was also laid concrete pipe, brought down the rear of 
the property along the property’s side line out into the street and down 
the street, across the street, and down the rear of other property lines. 
There was a drainage problem, a natural drainage problem, and this 
easement certainly has not taken any value away from the lot, but, 
as all drainage easements, in order to protect the properties down 
below, you have to have it underneath the ground to permit the water 
to travel in a pipe underneath the ground. It might not have been 
made clear to Mr. Carlson what the easement consisted of, but it did 
show on the plot map. And once again, the sales were handled in a 
manner that the completed house was viewed prior to acceptance. 

Mr. Epmonpson. Was the plot map avails to him, and did he 
examine the plot map? 

Mr. Rettiey. A plot map was given to each homeowner of his indi- 
vidual lot. Needless to say, some people can’t interpret. But I want 
to make clear this is an underground easement, and it is an easement 
in order to take the water off his property and place it down a good 
block and a half below. And you do have to have an easement on 
every piece of property you go across. 
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erty Mr. Sisk. Mr. Reilley, while you are standing, are you in a position 

t, it to state definitely that you will take care of the gentleman's water 

was problem ¢ 

did Mr. Remery. I think that we have sent men there, and every time we 
send a man there or Mr. Hill’s office sends a man there, it isdry. Now, 
we have gone through one winter there. We haven’t gone through 
this second winter. 

I will state yes, we are in a position to commit ourselves to take 
care of any problem. But I think Mr. Carlson will agree we have 
sent men there to view it and Mr. Hill has sent men to view it, and 

» be whenever they have been there it wasdry. There was also a drain line 
bble that was broken for a time, a drain line in the domestic water system. 

Mr. Sisk. In other words, the point I wanted to bring out, Mr. 
Reilley: You do know of this situation, and you will take care of it if 
it continues to give him trouble? 

anv Mr. Retiuey. Yes, sir. 
: Mr. Epmonpson. Mr. Miller ? 
the Mr. Price, do you want to come with him ? 
ling 
ey’s STATEMENT OF FRANK E. MILLER, CENTRAL VALLEY, CALIF., 
ACCOMPANIED BY L. E. BLUE, REDDING, CALIF., AND W. S. PRICE, 
CENTRAL VALLEY, CALIF. 
the | Mr. Mitter. Mr. Chairman, my name is Frank E, Miller. I live at 
on’s Central Valley, box 602, and I am a member of the American Legion 
»} Post of Central Valley and a member of the committee. Mr. Price 
j and I, he being a member of the committee, went around and in- 
and i spected some of these homes, in fact, almost every tract, with the ex- 
sued ==) ception of Anderson. 
ain- j Mr. Epmonpson. Who is the contractor at Central Valley? 
here @ Mr. Miter. There is no contractor there. I dont live in a veterans’ 
itch =} home. I am just a member of the committee from the American 
lage §| Legion Post. 
i Mr. Epmonpson. And you are going to speak generally of several 
r of } projects? 
own || Mr. Miruer. Yes, sir. 
ines. ; I have worked around on different construction problems, both 
this || here and down south, down around Los Angeles. I have been a plas- 
but, terer by trade. And some of the things that I have seen are pretty 
own rough up here. 
ater I have noticed that a number of slab floors have been built on fill. 
been I don’t believe they are properly compacted. That is my own personal 
did opinion. 
ina Mr. Epmonpson. Can you identify the projects where you have 
observed that? 
1 he Mr. Minter. Yes, sir. Royal Oaks. 
Mr. Price. Royal Oaks was the only one that had slab at that time. 
ndi- Lasson View was pouring them. 
vant Mr. Mruier. Royal Oaks and Lasson View. 
nent Mr. Davin. That is Twin View. 
rood Mr. Epmonpson. Royal Oaks and Twin View, that should be? 
t on Mr. Minter. Yes, sir. 








’. 
1 


=: 





1312 IRREGULARITIES IN LOAN PROGRAM IN CALIFORNIA 


The plastering I have noticed just wouldn’t come up to par. It is 
very rough on the exterior. By that I mean it is wavy. And it just 
isnt a workmanlike job. 

I don’t believe that the houses had bracing, looking at some of them 
that have been completed. Perhaps they did put m more bracing, 
and perhaps that has been corrected since. 

Mr. Epmonpson. Are you still speaking now of Royal Oaks and 
Twin View? 

Mr. Mitier. And in general, sir, of the rest of the tracts around, 
too. 

And Layton Oaks. I have had occasion to be there in the winter- 
time with the county crew. They were cleaning out gutters along the 
roadway, which hi ad a large amount of septic tank overflow in the 
gutters. I believe they were coming right up through the front lawns 
in that particular one. 

Mr. EpmMonpson. Was that a general condition, or was that limited 
to the 3 or 4 homes where they have said there is a considerable drain- 
age problem ? 

Mr. Mutter. Those are the ones I saw, sir. I didn’t make a thorough 
inspection of the area at the time. 

I have noticed very rough interior up north of town here in Twin 
View. The finished woodwork—it didn’t look like there was much. 
It looked like mainly rough lumber that was used. I wouldn’t pur- 
chase one of the homes myself from looking at them. I just don’t 
believe they are up to standard construction methods. They look 
substandard to me. 

Mr. Epmonpson. Are you speaking in general of all of these proj- 
ects in that last instance 

Mr. Mutter. Twin View. 

Mr. Epmonpson. Twin View, you are speaking of. 

Mr. Munzer. Yes. I have heard some of the veterans mention, in 
talking to them, about heating costs. 

Mr. Epmo-zpson. Can you supply for the record who the contractor 
is at Twin View, about which you have given considerable testimony ? 

Mr. Mixer. Stearns & Price were the « originals, 

Mr. Biur. My name is L. FE. Blue. Slater & Pritchard I think were 
the previous ones. I happen to know that one of the original con- 
tractors in Twin View was Slater & Pritchard. 

Mr. Epmonpson. And your address, please, sir? 

Mr. Buur. 1420 Mesa Street. 

Mr. Minter. The heating costs have been indicative that the hous- 
ing up here hasn’t quite filled the needs in this area. The he: ating 
costs have been running the veterans from $40 to $60 a month. 

Mr. Epmonpson. For what size home? 

Mr. Mitier. Two to three bedroom homes. That sounds pretty 
rough to me. 

Mr. Epmonpson. Is that 1 story, or 2 story 

Mr. Mitier. One story. I believe it is all electric. Some of the 
heating is all electric. However, there are fireplaces in a great many. 
But that still is a pretty rough bill to pay every month for heat costs 
through the winter. 

Mr. Epmonpson. For how long a period would that be? 

Mr. Mintzer. Oh, I would say approximately 3 to 4 months. 
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I agree with the people that have been here before me that 1 don’t 
believe the inspection has been adequate. I think we need a man in 
this area rather than one a 100 miles away, a man that can handle these 
various different complaints and be on the job as the tracts are built. 
I think that would remedy a lot of it. 

That. is about all I have to say. Mr. Price can fill out any details 
on it. He has been on this much longer than I have. 

Mr. Epmonpson. Mr. Price, would you give your full name and ad- 
dress for the record ¢ 

Mr. Price. W. 8. Price, Box 412, Central Valley. 

Mr. EpmMonpson. Do you have anything to add to Mr. Miller’s state- 
ment ¢ 

Mr. Price. I might state this: that Mr. Miller is filling in for 
Harold B. Walsh, who is the vice chairman of the housing committee. 

Mr. Epmonpson. I am glad you mentioned that, because at this 
point I want to state that Mr. Walsh has been granted to file for the 
record a written statement covering the conditions as he has found 
them on housing in this area, and his statement may be filed with the 
committee in W ashington. 

Mr. Price. That was what I had reference to. I just wanted to 
explain that he had had him around with him as a member of the 
committee, and Mr. Walsh, as explained to you, has had a death in 
the family and has traveled for 3 days straight, and he was just too 
tired to stay here today. 

Mr. Epmonpson. I would like to express the committee’s apprecia- 
tion to the American Legion for having a committee of this type to 
assist the veterans in connection with ‘problems of this kind. The 
Legion is doing a fine job wherever those committees are in exist- 
ence; and we appreciate your coming in to testify before the com- 
mittee. 

Mr. Price. You want me to go ahead now with what I have to say in 
regard to this? 

Mr. Evaonpson. Yes, sir, go ahead. 

Mr. Price. I was called in on this entire matter by the boys of Lay- 
ton Oaks. It seems that they had formed some kind of an association 
up there. As district commander, it is my duty to attend to anything 
that comes up for a veteran, whether he is a member of the Legion 
or not. 

I went over and attended a meeting there in January, and they 
stated their case and said that they h: ad spent some time in trying to 
get some action, and that they were not successful in getting any 
direct action. 

I then went over the next day and looked at some of the houses by 
myself. There were some apparent defects which convinced me it was 
not just a case of bellyaching. 

I then contacted our service officer, which is the proper manner in 
which we operate in the Legion, Charles Farrington, and he contacted 
the Veterans’ Administration in San Francisco. I got a return letter 
from Mr. Sarles, the veterans’ officer in charge of loan guaranty. 

The letter was more or less of an indefinite nature, stating that they 
had already inspected and accepted the houses, and that they had only 
received nine complaints, and that they considered the matter as more 
or less closed. I have the letter here which they wrote me. 
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I didn’t feel that this was very satisfactory, in view of the fact that 
there were other complaints other than the nine complaints given ver- 
bally. And there were quite a few men at the meeting that night. 
So I wrote a letter then to Senator Kuchel and to Congressman Engle, 
stating the case and stating what I had observed and what the vet- 
erans had told me. They immediately gave me the answer and turned 
it over to the Veterans’ Administration in Washington, D. C. 

I further got a letter in which they asked me for specific complaints. 
I think I have been criticized about this door-todoor complaint busi- 
ness, but, nevertheless, I simply advanced the information to the vet- 
erans. I told them what would be necessary, that we would have to 
have actual verified complaints. 

Mr. Epmonpson. Whatever you did was in response to the request 
for specific individual complaints? 

Mr. Price. I have a letter here to that effect. 

Then, after considerable correspondence back and forth, on a Satur- 
day in May I received a call from Congressman Engle to meet him at 
the airport at Fall River, and that he had a telegram from one of the 
veterans that there was a lot of trouble over veterans’ housing in 
Burney. I met Mr. Engle there, and I think you have heard what 
took place there from Mr. Martin. 

The next day, the next Monday, which was the next day, I met Mr. 
Sarles and Mr. Sandow at the Layton Hotel, and later we were joined 
by Mr. Bechtel, and I think Mr. Ryder was there, and we all went out 
to the Layton Oaks project. 

I just looked at two houses. That was all I looked at, and then I 
went about my business. And we didn’t accompany them on their 
investigation of the complaints. I didn’t, and I don’t know of anyone 
else that did. 

Those complaints, a copy of which I received later, were followed 
up by a further inspection by Mr. Barry and Mr. Kirby, of the Wash- 
ington VA office. I did not accompany them. They interviewed me 
at my office. That was all the conversation I ever had with Mr. Barry 
or Mr. Kirby, either one. 

I later saw their report and actually dropped the matter, as far as 
I was concerned, feeling that it was more or less settled; that if the 
report was complied with, my part as a member of the Legion was 
over with. . 

But later on I found that there were other complaints still being 
made and, further, that there were more complaints being made in 
regard to houses being built in other tracts. 

Instead of myself taking this on, I called upon the department of 
the Legion to send up a man, and they sent Mr. Walsh, who is the 
vice commander of the housing commission, and also resident engi- 
neer for the Southern Pacific Railroad. And he and myself and Mr. 
Miller and others of the committe went out to these various projects 
in which we gave them more or less of a survey. We inspected, that 
is the group of us did, looking over the project at Royal Oaks, which 
is in the Enterprise district, and we looked over Laskey View, which 
is in the Enterprise district, and we looked over another one by the 
name of Acres. I don’t recollect the name of it. There were three 
projects out there which we looked at. I can’t remember the name 
of that other one. Was it Acres? Did you look at those projects out 
there, Mr. Meadows? . 
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Srarr Drirecror. Anderson Heights? Twin View? We didn’t 
look at any others. 
Mr. Price. There was a third project we looked at, and also we 
went to Twin View, which was north of Redding, here. 
The findings w hich we had in regard to the various projects were 
mainly that the construction itself is slab floors in some cases, which 
as has been stated here before, those slab floors were in some cases on 
fill. The fill had every appearance of not being properly impacted, 
since you could take the gravel under the slab and sc rape it out with 
your fingers. So that was, we concluded, one of the major defects. 
“On the foundations, there seems to be some misunderstanding in 
regard to the code. It has been argued among many of these con- 
tractors when spoken to that it is said that there shall be 18 inches 
below the earth. In almost all of the cases we could find no evidence 
of where they had trenched 18 inches below the original earth, and in 
some cases they had moved out to level off the sites and simply started 
the foundation from that point. 
The general construction of the frame was good in almost all of the 
houses, except that the same difficulty seemed to be in all of the houses 
around the garages, that they did not have the trussed bracing in. 
Another feature—I will say this was general of all of these houses— 
was the size of the headers over the picture windows, which was only 
2 by 4, or in some cases 2 by 6, which certainly could not bear a window 
that was 5 feet across. The corner studding was only double in some 
cases, and around the windows it was only double. 
One of the features that we noted in almost all of the houses was 
the clever manner in which the plumbing had been arranged. ‘They 
had bracketed all the plumbing, and the laundry tray in the same 
bracket, and it only had a 3-inch vent for the entire plumbing in the 
houses. 
Mr. Epmonpson. A 3-inch vent, did you say? 
Mr. Price. That is right. 
I might state that the plumbers’ union and the master plumbers 
have now made an agreement and passed a resolution in both of the 
organizations that they will no longer install plumbing which is in 
violation of the code. And their members of the union are now or- 
dered to withdraw from the job if they find that they are asked to in- 
stall plumbing which is substandard. 
I don’t think that there is anything that I can say here about the 
balance of the projects. 
Layton Oaks I will say this much about. I have never at any time 
made any thorough examination of the Layton Oaks personally. I 
have visited there and seen things, and I looked at two houses with 
Mr. Sandow and Mr. Sarles, and I saw the roof sag on one, and I 
could see that the lumber was green that they had used, or wet; I won’t 
say it was green. It might have gotten wet in the construction. But 
the paint was peeling off. That was all I saw. 

My reflection from this entire controversy resolves itself into one 
thing. The Veterans’ Administration has discharged Mr. Watson. 
There also at the present time seems to be complaints about Mr. 
McIntire. 

There are two ways to look at that. If I have an employee, I am 
responsible for him. What he does, I am responsible for. 
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Another thing: When you interfere with an employee in the per- 
formance of the work that you have assigned to him, you have de- 
stroyed his efficiency. 

You have heard evidence here today which is pretty conclusive. 
This morning just before noon, 18 points were read off. The reversal 
there in the majority of those points by superior officers of the Vet- 
erans’ Administration certainly does not give an inspector proper 
support. 

Further, Mr. Watson, on his inspection of those houses there, was 
following what he was told to do. There were a great many cases 
in which he was overruled. 

Mr. EpmMonpson. Did he tell you by whom he was told to do that? 

Mr. Price. No, he did not. Iam sorry that Mr. Watson is not here 
to defend himself. I think he has been maligned, and although he 
may have been at fault in signing the closing inspection on ‘those 
houses, nevertheless, there were other influences brought to bear. 

I am sorry that you haven’t Mr. McIntire here to defend himself. 
He has been criticized here today. He is a city builder. And from 
craftsmen that I have talked to on jobs he has inspected on, he has 
been very efficient. 

Now, this other matter is something you may judge for yourselves. 

Mr. EpmMonpson. You might convey, both to Mr. McIntire and to 
Mr. Watson, that the mails are open and we will welcome letters for 
the record from either of them. We would appreciate that being 
made known to both of them. 

Srarr Director. I don’t recall any testimony here today, unless it 
was a reference to some house. 

Mr. Price. They have been referring continuously, Mr. Meadows, 
to the lack of inspection. 

Mr. Epmonpson. One statement was that Mr. McIntire was in 2 or 
3 minutes, and left. 

Srarr Drrecror. I see. 

Mr. Price. I feel that the burden of the guilt on these houses, if 
there is such a thing as guilt, as to this construction, lies entirely on 
those at the head of the Veterans’ Administration. I think that their 
action in this case—I think in one case out here at Burney, where they 
deliberately reversed their stand inside of 24 hours, the acceptance of 
certain substandard houses, which you have examined, Mr. 
Meadows—— 

Starr Direcror. You are referring specifically to Twin View ? 

Mr. Price. Yes. 

Srarr Direcror. We are quite interested in Twin View and wonder- 
ing just what happened. 

Mr. Price. I have no firsthand information as to what happened at 
Twin View. 

Srarr Drrecror. We will explore the situation, Mr. Price. 

Mr. Price. But it has been stated that Mr. McIntire was overruled 
on the acceptance of those houses. 

I think that if you were going to accomplish anything from this 
hearing, there should be a thorough investigation of under what cir- 
cumstances these houses Have been inspected and how much interfer- 
ence there has been, how many times they have deviated from the 
specifications, and why they were bypassed. And I think you might 
accomplish something. 
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Mr. Epmonpson. That is what we are interested in doing, Mr. Price. 

Does anyone have any questions of Mr. Price? Mr. Sisk or Mr. 
Engle? 

Thank both of you gentlemen. 

If there is no objection, a statement by Mr. Bayless and a statement 
by Mr. Dieudonne will be made a part of the record immediately 
following Mr. David’s statement concerning Layton Oaks. They 
simply are an itemization of their original complaints. 

I also have an itemization of complaints from a Mr. Jack B. 
Millard. If there is no objection, those particular complaints will 
be made a part of the record at the conclusion of Mr. David’s 
statement. 

Mr. Millard, I believe, is present. Does he desire to make any state- 
ment in elaboration upon ‘lies points ¢ 

If not, we have I think two additional witnesses who remain to be 
heard, Mr. P. K. Taylor and Mrs. Yvonne Carter. Mrs. Carter, I 
understand, is no longer here. I wonder, Mr. Taylor, if we could 
ask you to give your statement in about 5 minutes / 


STATEMENT OF P. K. TAYLOR, LAYTON OAKS, REDDING, CALIF. 


Mr. Taytor. Certainly, sir. 

Mr. Epmonpson. All right, will you take the witness stand and 
give your full name and address? 

Mr. Taytor. I am P. K. Taylor, 1000 K Street, Layton Oaks. 

We moved into the Layton Oaks subdivision the Ist of January in 
1953, along with one-hundred-and-sixty-some-odd other people who 
moved in out there. We got our lawns in, the landscaping was done, 
and various things were attended to as far as getting the house livable 
from a purely domestic standpoint, and certain points began to come 
out as far as the construction of the various homes was concerned. 

I myself was fortunate in that I had no complaints specifically at 
the end of 6 months. I had a few things that bothered me, but 
nothing that really showed up as serious. 

However, you could hear a rumbling in the distance. You would 
talk to a neighbor, and he would say, “I don’t particularly care for 
this, and I don’t particularly care for that.” And these rather 
abstruse, I believe you would say, comments, began to take a little 
bit of concrete form. And I was told by a number of the people who 
live around me that they had contacted Beresa for work being done 
on their houses, to fix them up. And in some cases the work was done 
just like that, right now. They were right over there. In other cases, 
there were considerable dragging of feet there. You couldn’t get 
much result. And it became my opinion at least that the things that 
were easily glossed over were taken care of immediately. Not as a 
whole, on the subdivision, but individual complaints. 

Then it became apparent to several of the fellows and myself that 
we needed a more concrete organization to take care of these things. 
A very, very loosely knit or ganization known as the Layton Oaks 
Home Owners Association came into being. At the time, I was not 
involved in that as an actual complainant, ‘other than the fact that I 
wanted to see these various complaints from these other people come 
to the light and go to whomever would be responsible for them. 


ee 
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Several letters were sent to the Veterans’ Administration, as was 
brought out, nine, I believe, and action was taken on those to some 
extent. 

I had the pleasure of going around to the various houses several 
times with Mr. Sandow, once when Mr. Sarles and Mr. Sandow were 
up here. Mr. Ted Bechtel accompanied us on one of these trips. I 
don’t recall which one it was. We went around to several of the homes, 
checked the sinks. I believe at one time was when the sinks were 
investigated. It was thin pressed steel, and in various places they 
had the water actually pouring out back behind the sink there. So 
those were put up for fixing. I went into one place and noted some 
poison oak growing up in one room between the mop board and the 
wall. 

Now, I checked further, and another house on Fifth Street had that 
same thing. ‘ 

It has been brought out here before today that the floor was laid 
diagonally, and in due course of time it had shrunk, allowing large 
gaps of poison oak, being a very hearty plant, to grow up there and 
seek the light. 

In 5 minutes I can’t tell you about the whole situation out there. 
Perhaps what I have had to say has been repetitious. But on the 
whole there has been in most instances no cooperation at all from 
Beresa from a standpoint of actually wanting to get things done. This 
homeowners association was formed, and Mr. Price was brought into 
it by the Legion there only after a majority of the homeowners out 
there felt that nothing more could be done by going to the contractor. 

Now, in due course of time, after talks with the contractor or the 
Beresa Corp., personal feelings, of course, have entered into it. You 
might find that. But I believe that, substantiated by the VA’s in- 
spections, most of these complaints are warranted, perhaps not war- 
ranted from the standpoint of your specifications, there, but from what 
the man who buys a house thinks he should get. And it is my opinion, 
and only my opinion, that the Veterans’ Administration certainly is 
in fault in allowing a man, an inspector, to be paid by the job, by the 
contractor, as I understand this inspection was accomplished. It 
smacks of—well, I won’t say any more on that subject. 

Mr. Epmonpson. You understand that the contractor does not select 
the inspector, and the fee is a standard fee. There is no variation in 
the fee. 

Mr, Tayior. That is true, but why was I not allowed to go and visit 
my home when it was being completed? I had no opportunity what- 
soever to go on that subdivision. Perhaps I could have “snuck in,” 
but I was told, “Please don’t bother them up there while they are 
working.” And I know of several instances where fellows went up 
there during the course of a workday, parked their car down on the 
street, and walked up and were standing around with their hands in 
their hip pockets looking over the house, and were asked to leave—not 
forcibly, of course—but they didn’t want them around there. It is a 
pretty peculiar situation. I am certainly glad that we have finally 
got the action through the Legion and through Mr. Engle, here, in 
getting the fellows here to air their complaints. 

Mr. Epmonpson. Are there any questions, Mr. Sisk? 

Thank you very much. I am sorry to limit you as to time, but we 
are told that if we don’t catch a cab in 5 minutes we will not make the 
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last plane out of here. So that was the reason for the limitation. But 
we will be glad to accept any further written statement that you wish 
to make. 

In this last 5 minutes that remain, if Mr. Reilley or Mr. Sarles, 
either, wishes to make about a 2-minute statement in answer to any- 
thing that has been brought up concerning either Beresa or the VA, 
we will be glad to hear from either of you for about 2 minutes apiece. 
And we extend to both of you the invitation, if you wish, to answer 
anything specifically by written statement. We will be glad to receive 
it and make it a part of the record. 

Do you want to say something, Mr. Reilley ? 

Mr. Remury. Yes, sir. I want to make a few statements if I may, 
sir. 

First, under your compensation-insurance laws, you cannot permit 
nonworkers on a tract during the development. From 4:30 in the 
afternoon until 8 in the morning they have access to it, and it is im- 
possible for anyone to tell me that 158 homes are under construction 
with no fences around there and that if they want to see what is going 
on they can’t see what is going on. But your insurance regulations 
will not permit you to have people walking in and out of buildings 
that are not on your payroll. 1 think too much stress has been put 
on trying to hide the construction. There is no desire to hide the 
construction. 

I also think that, with all due respect to all the witnesses, I am 
hopeful that sometime these problems can be taken care of by the 
proper arbitration between the plaintiff, inspectors, builders, and with 
a qualified professional person as an arbitrator. These general 
damning statements are of extreme damage to all concerned. You 
might notice in tonight’s headlines we are not talking about any other 
tracts here except Layton Oaks, 

We have two other developments going here. What effect does 
that have on Beresa as a competent, capable builder? Now we are 
not ever trying to hide faults in the thing, but due consideration has 
to be given to the adverse publicity, due consideration to general 
statements made without any background, due consideration to con- 
demnation to members of the Veterans’ Administration, some of whom 
have put 20 and 30 years into the building field. Certainly their 
qualifications have to be given some consideration. 

Also, due research or due inquiry has to be made into misrepresenta- 
tion as to who people are speaking for. 

Mr. Epmonpson. Mr. Reilley, may I interrupt you at this point to 
make this observation ? 

This committee does not make it a practice to come into a com- 
munity and open the doors to any complainants that wish to come in 
on any matter without first having sent people from the committee 
into the area to look for themselves and establish certain facts for 
themselves. 

Mr. Rewtery. I recognize 

Mr. Epmonpson. And I can assure you that our people have been 
here for 4 or 5 days in advance of this hearing caebiidtan that there 
is some substance to some of these complaints before we come and 
expose any company or any individual to any type of attack before 
the committee. So I want you to understand that clearly insofar as 
the committee is concerned. ; 
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Mr. Reiiey. I recognize that, Congressman, and I appreciate that. 
My only thought in restating is that there has been misrepresenta- 
tion and that there have been damning statements made without 
proper qualifications as to capabilities, personal capabilities, or 
whether they are just someone’s comments or thoughts. I am posi- 
tive that the committee will accept no brief without going into fur- 
ther detail. I certainly recognize the committee’s position in not 
being able to continue the hearing on indefinitely to permit cross- 
examination or questions back and forth. I also am certain that the 
committee will recognize the values of various testimonies. 

I would thank the committee for its consideration of Beresa and 
would request of them the consideration you have already rendered 
as to being able to submit a brief to the committee. I want to state 
that at certain times there are other builders on other tracts involved, 
and certainly I can neither condone nor condemn, but I have to stand 
up and clarify things as to the Layton Oaks and New Burney jobs. 

Mr. Epmonpson. I want to say that we have appreciated your full 
and free disclosure of the facts concerning these operations and your 
admission of error in certain instances. I think you have been quite 
frank and open as to certain of the complaints that have been made, 
and the committee has appreciated your attitude in regard to those 
particular complaints. 

Mr. Remuiry. Thank you. 

Mr. Epmonpson. Mr. Sarles or Mr. Corbitt, did you want to make 
a statement? 


STATEMENT OF J. GLEN CORBITT, MANAGER, VETERANS’ ADMIN- 
ISTRATION REGIONAL OFFICE, SAN FRANCISCO, CALIF. 


Mr. Corsirr. J. Glen Corbitt, manager, Veterans’ Administration 
regional office, 49 Fourth Street, San Francisco. 

I want to thank you, Mr. Chairman, most sincerely, for permit- 
ting us to be here today. For many years in W ashington I had the 
pleasure of appearing before the full committee and subcommittees. 
I know of your intense interest in veterans affairs. And I want to 
thank you also on behalf of Mr. Higley, our Administrator, and Mr. 
Stone, our Deputy, Department of Veterans’ Benefits. And I don’t 
think all these gentlemen here know it, but I have only been in San 
Francisco about a year and lost about 4 months of that time because 
of personal illness, but I have been on the job. 

What I have been hearing here today has been very illuminating, 
and I can assure this committee and all these veterans here in this 
area, as well as in all other 43 of our counties, that I am going to do 
everything humanly possible to make sure that they get full justice 
wherever possible. 

Mr. Epmonpson. We appreciate that statement, Mr. Corbitt, and 
the cooperation of the VA office from San Francisco. And may I 
say to the veterans that in instances where you feel that some VA 
representative in the field has not taken care of a problem properly, 
in instances where you feel that some VA representative in the 
regional office has not taken care of things properly, the doors and the 
mail routes to the superior offices of the VA are always open. And 
I am sure Mr. Carbitt would welcome hearing from you in any in- 
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stance where you feel that people under his supervision are not doing 
their job properly and adequately. 

I want to close this hearing, a minute or two overtime, with my 
appreciation to the people of Redding for the hospitality exte »nded 
to us here and my appreciation to the Congressman from the Second 
District of California for his consideration to us. I undertook to 
preside at this hearing with some trepidation, because your Con- 
gressman from this district has a reputation of being just about the 
keenest parliamentarian and presiding officer over any committee 
in Congress. And I assure you that it was with some apprehension 
that I undertook to preside at a hearing in his district. 

Do you have anything you want to say, Congressman Engle, before 
we shove off ¢ 

Mr. Eneve. Nothing, Mr. Chairman, except again to express my 
appreciation to you and to the other members of this subeommittee 
and the staff of the House Veterans’ Committee, which over a long 
period of time has given close attention to this problem. 

I did not mention at first that Mr. Meadows has been familiar with 
this matter since it first started. As a matter of fact, Mr. Meadows 
consulted with me over 2 years 280, when we got some people from the 
Veterans’ Administration in Washington to come out here and make 
this initial survey. And they have been extremely helpful and coop- 
erative in trying to solve the problems in this area, as I know they are 
elsewhere throughout the United States. 

I want to say for you personally, Mr. Chairman, that you do a 
very, very fine job as a presiding officer. We are delighted to have 
you here, as well as the other members of this subcommittee. 

Mr. Epmonpson. Mr. Sisk, did you want to make any closing 
statement ? 

Mr. Sisk: Mr. Chairman, I want to commend you on holding what 
I feel to be a very fair and a very equitable hearing, and I at this 
time want to commend all the witnesses that have been before us 
today. 

As was expressed this morning, there is no intention to condemn or 
to persecute anyone. And I feel ‘that it has just been a matter of find- 
ing out facts wherever possible. And personally I want to express 
my appreciation for the treatment I have received in the fine city 
of Redding, Mr. Engle. 

Mr. Epmonpson. The committee will stand adjourned. 

(Whereupon, at 5:20 p. m., the hearing was closed.) 
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IRREGULARITIES IN VETERANS’ ADMINISTRATION 
LOAN GUARANTY PROGRAM IN CALIFORNIA 


TUESDAY, SEPTEMBER 13, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON HOUSING OF THE 
CoMMITTEE ON VETERANS’ AFFAIRS, 
Merced, Calif. 

The subcommittee met at 10 a. m., pursuant to call, in the city 
council chambers, city hall, Hon. Ed Edmondson (chairman of the 
subcommittee) presiding. 

Present : Representatives Edmondson and Weaver. 

Present also: Representative Sisk. 

Oliver E. Meadows, staff director; and J. Buford Jenkins, consult- 
ant on housing. 

Mr. Epmonpson. The Subcommittee on Housing of the Committee 
on Veterans’ Affairs will come to order. 

I will ask the staff director to call the roll of the subcommittee. 

Srarr Drrecror. Mr. Edmondson? 

Mr. Epmonpson. Here. 

Starr Drrecror. Mr. Ayres? [No response. | 

Mr. Weaver? 

Mr. Weaver. Here. 

Starr Drirecror. Mr. Christopher? [No response. ] 

Mr. Shuford? [No anne} 

The record will show, Mr. Chairman, that we have with us Mr. 
B. F. Sisk, in addition to the members of the subcommittee. 

Mr. Epmonpson. The reporter will record the arrivals and depar- 
tures of the Members of Congress throughout the proceedings. 

For the information of those who are in attendance at the hearing, 
those participating in the hearing will include the staff director of 
the Veterans’ Affairs Committee, Mr. Oliver Meadows, who is on 
my right, and the staff consultant on housing, Mr. Buford Jenkins, 
who is on Mr. Meadows’ right; Representatives Sisk and Weaver, 
who are on my left. And I know there is no need to introduce your 
own Congressman Sisk to you. 

It is a pleasure to come into his district, and we appreciate the 
very fine accommodations provided for these hearings. We also 
appreciate the service which your fine Congressman is giving us on 
the Veterans’ Affairs Committee. It has been my pleasure to serve 
with him both on the Interior and Insular Affairs Committee and 
on the Veterans’ Affairs Committee, and he has certainly been one 
of the outstanding freshman Members of the House of Representa- 
tives. 
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This hearing is being held pursuant to the authority granted by 
section 722 of the Rules of the House of Representatives, as specifi- 
cally authorized by House Resolution 63, approved by the House of 
Representatives on February 2, 1955. A copy of House Resolution 63 
will be inserted in the record at this point. 

(The material referred to follows:) 


[H. Res. 63, 84th Cong., Ist sess.] 
RESOLUTION 


Resolved, That the Committee on Veterans’ Affairs, acting as a whole or by 
subcommittee, is authorized and directed to conduct a full and complete investi- 
gation and study of the following programs of benefits for veterans and their de- 
pendents and survivors: 

(1) The programs of compensation and pension: 
«(2) The programs of hospitalization, domiciliary care, medical and dental 
care and treatment, and furnishing of prosthetic appliances; 
(3) The insurance and indemnity programs; 
(4) The housing and business loan programs, and the program of furnish- 
ing assistance for the acquisition of specially adapted housing: 
(5) The programs of education and training (including vocational re- 
habilitation) ; 
(6) The furnishing of burial allowances; and 
(7) The furnishing of unemployment compensation under the Veterans’ 
Readjustment Assistance Act of 1952; with a view to determining whether 
or not such programs are being conducted economically, efficiently, in the 
best interests of the Government and the beneficiaries of such programs, and 
in such a manner as to avoid the misuse of Government funds; whether or 
not such programs adequately serve the needs and protect the welfare of 
the beneficiaries of such programs: and whether changes in the law or in 
the administration and operation of the programs either will lead to greater 
efficiency and economy or will make such programs more adequately serve 
the needs of the beneficiaries of such programs. The committee shall not 
undertake any investigation of any matter which is under investigation by 
another committee of the House. 

The committee shall report to the House (or to the Clerk of the House if the 
House is not in session), as soon as practicable during the present Congress, the 
results of its investigation and study, together with such recommendations for 
legislation as it deems advisable. 

For the purposes of this resolution the committee or any subcommittee thereof, 
is authorized to sit and act during the present Congress at such times and places 
within the United States, its Territories, and possessions, whether or not the 
House is in session, has recessed, or has adjourned, to hold such hearings, to 
require the attendance of such witnesses and the production of such records, 
documents, and papers, to administer oaths, and to take such testimony as it 
deems necessary. Subpenas may be issued under the signature of the chairman 
of the committee, or by any member designated by such chairman, and may be 
served by any person designated by such chairman or member. 


Mr. Epmonpson. The matter under consideration here this morning 
relates to deficiencies in construction or violation of the plans and 
specifications of the Veterans’ Administration minimum property 
requirements in the construction of homes purchased by veterans on 
which the loans were guaranteed or insured by the Veterans’ Admin- 
istration. 

However, I want to make it very clear that the hearing was by no 
means limited to that particular subject matter. If there is any 
person here who wishes to give testimony regarding any aspect of the 
veterans’ housing program, not only w ith regard to the program 
itself but with regard to the performance under that program, his 
contribution will be most welcome. That would include not only 
builders or contractors or people engaged in the sale of houses or 
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the building of houses, but it would include personnel of the Vet- 
erans’ Administration, fee inspectors or appraisers, and if there are 
any delinquencies on the part of Congress with regard to legislation 
or performance of duty in carrying out our end of the matter, insofar 
as the veterans’ housing program is concerned, we certainly want you 
to feel free to tell us about it. This is a fact-finding agency of the 
Congress of the United States. Each committee and subcommittee 
is that and we want to find the facts. Weare not here to throw rocks 
at any particular person or to put any person or any group of people 
on the spot. We are here to determine the facts concerning certain 
complaints that have been made. 

I want to ask at this time that any persons who are here who wish 
to testify as witnesses, please make sure that the staff people have 
your names, in order that you will be called in the course of these 
hearings. 

Congressman Weaver, who is a member of the subcommittee, I 
would like to recognize first for any remarks he would like to make 
at the outset of the hearing. 

Mr. Weaver. Thank you, Mr. Chairman. It is very nice to be 
here in California and in your fine city of Merced, and the remarks 
our chairman made concerning your able and conscientious Congress- 
man also go for me. As a new Member, it has been a great privilege 
for me to work with Bernie during this past session. I am looking 
forward to getting better acquainted with him as time goes on, 
Thank you. 

Mr. Epmonpson. Congressman Sisk, would you care to make any 
remarks at the outset of this hearing ? 

Mr. Sisk. I want to take this opportunity, Mr. Chairman, to thank 
you and thank my good friend, Congressman Weaver, of Nebraska, 
for the kind words that you have said. 

I would like at this time to welcome both of you gentlemen, as 
well as the staff people—Mr. Meadows, Mr. Jenkins, and Mr. Kelley— 
out here to California and we are very happy to have them in our 
district. 

I would like simply to add this: That I do appreciate the turnout 
that we have of the people this morning because it does show 
interest in a problem that we hope to shed some light on today. 
Thank you, Mr. Chairman. 

Mr. EpmMonpson. One additional introduction I neglected to make 
is of the committee reporter, Mr, Jack Kelley, who came out from 
Washington to record the series of hearings that are being held in 
California. 

Just one further statement and we will be ready to go on with the 
hearings. 

The House rules do not permit the taking of photographs while the 
hearing is actually in progress. If there is any person who wishes 
to take pictures of a witness or group of witnesses, please wait until 
recess, at which time I am sure they will be glad to pose for you for 
the picture. 

Now, I will ask the staff director to call the first witness. 

Starr Direcror. The first witness will be Mr. Robert Clark and 
those individuals with Mr. Clark who wish to accompany him in his 
testimony. 
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Mr. Clark, will you and your group come forward, please? 

Mr. EpmMonpson. Would each person who wishes to give testimony 
give his name and also his home address in advance of making his 
statement ¢ 

Mr. Clark, we will let you lead off, then. 

Srarr Direcror. Mr. Clark, in beginning your statement, will you 
begin with an introductory statement, aside from the directions you 
just received about your name and address, giving the size of the 
project, the location of it, and the approximate price range; in other 
words, some general information as to the physical existence and size 
of the project. 


STATEMENT OF ROBERT CLARK, MERCED, CALIF. 


Mr. Crarx. [am Robert Clark. My address is 2805 Green Street, 
Merced, Calif., which is in the Sierra Garden housing project of 
Merced. 

The Sierra Garden project is approximately 139 houses in size. 
The price range basically was $10,200, with the addition of a $200 fee 
for a patio and a basket-weave type fence at the price of $1.25 a foot. 

This tract is primarily housing persons who purchased under the 
veterans guaranty loan program. 

Mr. Epmonpson. Proceed with your statement, sir, on any com- 
plaints that you have concerning the project or any comments you care 
to make upon it. Identify for us, if you will, the builder of the 
project. 

Mr. Ciarx. The primary builder of the Sierra Gardens project is 
Mr. Tisher. 

Mr. Epmonpson. Would you give that complete name, if you can, 
and the address of the firm ¢ 

Mr. Criark. The initials are C. R. C. R. Tisher. The closest I 
can come to his address at this time is Oakland, Calif. 

This project appears to be basically sound. However, it is the 
feeling of a number of the new homeowners that there are a number 
of finishing phases of the house which should be corrected. 

I have here with me approximately 41 such lists of complaints. 

Mr. Epmonpson. Can you state for us when the project was started 
and when it was officially completed, insofar as occupancy was con- 
cerned ¢ 

Mr. Ciark. The project was commenced in approximately Feb- 
ruary of 1954. The first occupancy began approximately September 
or October of that year. 

From observation at the present time, there are approximately 
3 or 4 houses unoccupied. 

It appears from the lists of complaints which I have that the people 
are primarily concerned with their patios, which appear to be cracking 
excessively. In fact, most of the cement work is doing just that, as 
well as showing numerous pitholes which appear to be defects in the 
concrete. 

Furthermore, the finishing paint, such as inside walls, does not 
appear to be that of average workmanship. 

A number of householders who have complained have had the 
pleasure of some of those complaints being corrected. And in cor- 
recting these complaints, it has been the general opinion that the 
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workmanship is somewhat substandard. Some of the people in this 
housing project have signed releases to close complaint files which 
were in the Veterans’ Administration office, on the pretense that 90 
percent of the work was done and “You will have to go along with 
me. We will finish it as soon as we can get to it.” 

I, for one, was one of those individuals. The finishing phases have 
not to date been done. 

And speaking for the Sierra Gardens project. I feel that inas- 
much as the houses have been passed and approved by the Veterans’ 
Administration, and from these lists of complaints that I have, the 
previous approval of the houses should possibly be set aside and a new 
approval be made at this time. I realize that would amount to quite 
an expense, but if it was possible I would like to see it done. 

Most of the complaints which have been adjusted to date have been 
taken care of only after certain pressure has been applied. My par- 
ticular house is pretty well in shape at the present time, but it was only 
after our visit to our State senator, Mr. Cobey, and his visit to the 
Veterans’ Administration on my behalf as well as that of a number of 
others. 

However, it was necessary that we go further, and I think that this 
hearing should air out once and for all what should be done to cor- 
rect this condition. 

Mr. Jenkins. Mr. Clark, you stated in the beginning, there, some- 
thing about the present builder being Mr. C. R. Tisher. Would you 
explain to the committee, if you know, regarding the builders that first 
started Sierra Gardens? Who were they ? 

Mr. Crark. It is my understanding that Mr. Tisher employed what 
I think is a partnership of a Mr. Marquis and a Mr. Dupres on the 
commencement of the first 50 houses of the Sierra Gardens project. 

Mr. Jenkins. They built the first 50 houses, take or leave a few; is 
that correct ? ; 

Mr. CriarK. To my knowledge, yes. 

Mr. Jenkins. Then they withdrew from the project, and then 
Mr. C. R. Tisher finished the other remaining houses that are out there 
today ? 

Mr. Crark. To my knowledge, yes. 

Mr. Jenkins. Are you personally familiar as to why these first 
two builders withdrew from the project, or is it all just hearsay ? 

Mr. Cuark. It is hearsay from my standpoint, but I understand 
through this hearsay, that Mr. Tisher was not satisfied with the first 
50 houses, or the working agreement with the builders. 

Mr. Jenkins. Some of these complaints you have here for the com- 
mittee are in those first 50 houses, Mr. Clark ? 

Mr. Ciark. Yes, sir. 

Mr. Jenkins. Do you know whether or not there are complaints on 
all of those 50, or can you say in what proportion of those first 50 
there are complaints ? 

Mr. Crark. I believe I have approximately 10 complaints with me 
from the first 50. However, I am aware of others there, where the 
people are somewhat reluctant to come forward and say they have 
them. 

Mr. Jenkins. What causes this reluctance? Can you explain that 
to the committee, why there would be this reluctance in any veteran to 
make complaints about deficiencies in his home? 
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Mr. Crark. There appear to be a number of reasons, primarily. 
Some feel that they are so small, against a large machine, that they 
would not be able to, so to speak, buck the money behind the machine. 

Mr. Jenxrns. In other words, the veteran thinks he is too small 
a person to talk to this big builder? 

Mr. Crark. That appears to be it. 

Mr. Jenkins. Mr. Clark, let’s go back to the beginning of Sierra 
Gardens again. Wasn’t there quite a bit of publicity in the local 
newspapers about the tract and what was going to be in it, and certain 
things said about what was to be in it to induce the veterans to 
buy ¢ 

Mr. Crark. Yes, there was. It came out in a local newspaper that 
a swimming pool and playground area were to be part of the Sierra 
Gardens project. 

Mr. Jenkins. Do you have such a thing there today ? 

Mr. Crark. We do not. And it is my understanding that it may 
not be possible for it to be installed. 

Mr. Jenxrns. There are a couple of lots or so set aside for that, 
though, in the subdivision ? 

Mr. Crark. There are two lots vacant, which it is my understanding 
were set aside for the swimming pool and playground area. 

Mr. Jenkins. Then when you and some of the other veterans bought 
their homes, they bought them with the understanding from the 
advertisement that they would have a playground for their children 
and a swimming pool; is that correct? 

Mr. Criark. That is correct. It was quite an incentive to buy. 

Mr. Jenkins. Mr. Clark, in order for the committee to understand 
the details of these complaints that you have there before you, it is 
true that you, in company with Congressman Sisk and my self, visited 
quite a few of these houses, is it not? 

Mr. Criark. That is correct. : 

Mr. Jenkins. And we had with us the VA inspector also ? 

Mr. CiarK. Yes. 

Mr. Jenkins. Let’s pinpoint a few of the deficiencies, so that the 
committee will know what they are. Let’s talk about these patios. 
Quite a few or all of the houses have patios; isn’t that correct ? 

Mr. Crarx. That is correct. 

Mr. Jenxkrns. Some of these patios are circular, and some of them 
are square; right ? 

Mr. CiarK. That is correet. 

Mr. Jenkins. What are the conditions of quite a few of these patios 
in the subdivision ? 

Mr. Cuark. I would say approximately 90 percent or even a 
greater percentage are cracking, and a number of them to excess. 

Mr. Jenkins. When we were “making the tour, Mr. Clark, did you 
notice the approximate width of some of these cracks ? 

Mr. Crark. At the address of 2705 Green Street, the patio had 
cracks in it which were expanding, and at that time they were ex- 
panding from a quarter to a half inch in width. 

Mr. Jenxins. So these patios that are cracked and in bad shape 
throughout the project have cracks all the way from hairline cracks 
up to a quarter of an inch, don’t they ? 

Mr. Crark. That is correct. 
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Mr. Jenkins. How about the thickness of those patios, Mr. Clark? 
We looked at that. How thick are they ? 

Mr. CrarK. They apparently very. Those which I have checked ap- 
pear to run anywhere from approximately 314 to 4 inches in thickness. 

Mr. JENKINS. Some of them do run as high as 4 inches ? 

Mr. Crark. I have seen places where they did measure 4 inches; 
yes. 

Mr. Jenkins. There is no steel in any of those, is there? 

Mr. Ciark. To my knowledge, there is not. 

Mr. JENKINS. Now, in regard to the other outside parts of the patio, 
we visited one house. Will you tell the committee where we visited 
a house where they had a square patio, and the original installation was 
shy square footage and they added to it ? 

Mr. Criark. 2800 Hawthorne Street, house occupied by George 
Bruen. 

Mr. Jenkins. Now, Mr. Clark, when that house was turned over to 
the veteran, it was later found that the patio was not the right size; 
is that correct ? 

Mr. Criark. That is correct. 

Mr. Jenkins. Then the builder went back in and put a ribbon or a 
strip on two sides of it to make it bigger / 

Mr. Criark. That is correct. 

Mr. Jenkins. What happened to that strip? 

Mr. Crark. The strip is cracking and falling away from the main 
patio. 

Mr. Jenkins. As a matter of fact, Mr. Clark, it is sloping away 
and is useless; isn’t it ? 

Mr. Crark. That is correct. 

Mr. Jenxins. This strip was apparently poured on just the dirt 
with no foundation under it; is that correct ¢ 

Mr. Crark. That is also correct. 

Mr. Jenkins. Mr. Clark, let’s talk about the painting on some of 
these houses. Isn’t it true that quite a few of ens have had to be 
rewaterproofed due to water coming into them during storms / 

Mr. Car. Yes, sir. 

Mr. Jenkins. Tell the committee about some of the instances that 
you know of in the project where, when you have had storms or rains— 
about the water coming through the walls. 

Mr. Crark. One particular house I was quite aware of, the rain 
came through the walls quite readily. In fact, it leaked so bad that 
the occupant could turn the water on the lnwn, and if it hit the house 
the least bit it was less than 5 minutes befure the water was in on the 
floor. 

Mr. Jenkins. In other words, to redescribe what you have just said 
for the committee’s interest, there, if they turned the sprinkler on so 
that the sprinkler hit the walls of the house, the veteran’s wife had 
to go inside and mop her floors ? 

Mr. Criark. She had to stand there and continue to mop the floors 
until the water was turned off. 

Mr. Jenkins. With all due respect to the builder, some corrections 
have been done on that work, haven’t they, Mr. Clark? 

Mr. Ciark. Yes; they have. 

Mr. Jenkins. Have you had any rains to try those corrective works 
since they have been done ? 
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Mr. Crark. No; we haven’t. 

Mr. Jenkins. With reference to the steps or the little porch that 
goes into these houses, Mr. Clark, what is the condition of the majority 
of these little porches? 

Mr. Ciark. The majority of the little porches or stoops or steps, 
as you may call them, have a tendency to hold water. They hold water 
to such an extent that on entering or leaving the house you have to 
wade to get through. 

Mr. Jenkins. You said “holding water.” Do you mean, then, that 
this little porch slopes toward the house instead of away from it, so 
that the water runs 1n there in pockets? 

Mr. Cxiark. In some cases it slopes toward the house. In other cases 
it is actually a pocket in that small area. 

Mr. Jenkins. This has been brought to the builder’s attention and 
other people’s attention, has it not ? 

Mr. Criark. Yes, it has. 

Mr. Jenkins. What was the promise for correction of this? 

Mr. Criarx. In some cases the promise was to put a 2-inch cap of 
concrete over that, to correct such water standing. 

Mr. Jenxrns. In some instances the builder has done that, has he 
not / 

Mr. Criark. Yes, he has. 

Mr. Jenkins. What is the result of these corrections ? 

Mr. Crark. The result of the correction is that the water no longer 
stands on those porches, stoops, or steps. 

Mr. Jenkins. But there are many of the houses that still need this 
correction and should have this cap put over their entry; isn’t that 
correct ¢ 

Mr. CuarKk. That is correct. 

Mr. Jenkins. Mr. Clark, we were out there looking at a certain 
group of houses that had a conflict with the swing of a window and 
the screen door. Do you remember that instance? 

Mr. Crark. I do. 

Mr. Jenkins. There are quite a few houses out there that have this 
condition; have they not ? 

Mr. Cuark. Yes. 

Mr. Jenkins. I will also ask you if it isn’t true in the project that 
this mistake was later caught and corrected, and the swing was 
changed ¢ 

Mr. Ciark. It is my understanding that the mistake was caught and 
pointed out to the carpenters, but it was not corrected. 

Mr. Jenxtns. I mean, though, some of the houses don’t have that 
condition; isn’t that correct ? 

Mr. Crark. That is correct. 

Mr. Jenkins. I meant to ask you this question. Maybe you didn’t 
understand me. They were building these houses and putting this 
door and window in, so that they would not open. They caught it and 
changed it the succeeding houses; isn’t that correct ? 

Mr. Ciark. I can’t answer that with an affirmative answer. 

Mr. Jenkins. Well, let’s just forget the question, then, and go back 
to the houses we know of. For the information of the committee, isn’t 
it true that if you have that window in the bedroom there open partly, 
you can’t open the screen door and get out of the house ¢ 

Mr. Ciark. That is correct. 
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Mr. Jenxrns. So that is a fire hazard, is it not, in case you had a 
fire, to keep you from going out on the patio? 

Mr. Crark. It is definitely a fire hazard. However, it would be a 
hazard to permit you to exit from the front door. 

Mr. Jenkins. This can be corrected, though, by changing the swing 
of that screen door ¢ 

Mr. Criark. Yes, it can. 

Mr. Jenkins. Don’t you think it should be done ? 

Mr. Crark. I definitely do. 

Mr. Jenxins. Mr. Clark, do you know of any complaints you have 
seen where the sliding glass door onto the patio doesn’t fit properly 

Mr. Ciarx. A number of those conditions which I was aware of 
have been corrected recently. I would have to take a new survey at 
this time to say “Yes” to that. 

Mr. Jenxrns. Well, there have been complaints about that sliding 
glass door, though ? 

Mr. Cuarx. Yes. 

Mr. Jenkins. Also about the sliding screen door that is a part of 
the unit. 

Mr. Crark. Yes. 

Mr. Jenxins. I will also ask you if it isn’t true that there are 
adjustments that a journeyman can do to make those things fit 
pr operly ? ¢ 

Mr. Crark. Yes; there are. 

Mr. Jenxrns. About the corrective work, some of the corrective 
work, Mr. Clark, that has been done by the builder, you said in your 
opinion was unsatisfactory or poor workmanship. I forget which 
term you used. Explain to the committee some of the things that you 
have seen that they have gone in and corrected, and how they left them. 

Mr. CLark. Some of the corrective work which I have seen—they 
have taken and replaced portions of stucco and daubed paint on that 
portion which did not match in color. There was one case where 
stucco was falling away from around the doorsill, the door jambs. At 
the moment I cannot quote the address, but even that stucco was 
again falling away. 

I have seen where they have touched up interior walls with paint 
which did not match. In my particular case, my house was rewashed. 
The portion of the house by the brick veneer was never touched up. 
You can see the first coating of paint. I have seen houses in the 

Sierra Gardens tract which have had corrective work done on them, 
and there has been paint dropped onto the floors, and in some cases 
the floors were marked up quite badly, which appeared to be a perma- 
nent scar, unless the floor tiling is removed. 

From the number of houses I have been in and seen, I would say on 
the general average if it is a minor complaint people shouldn’t make 
them, because they will have a greater complaint after the correction 
is made, 

Mr. Jenkins. Mr. C lark, let me ask you about the asphalt tile, where 
we pulled back the rug and looked at the repair job. Do you remember 
the number of that house ? 

Mr. Cuark. Yes, sir. That is 2785 Green Street. 

Mr. Jenkins. This little lady in that house has a rug in her living 
room ; isn’t that correct ? 

Mr. Cxiark. That is correct. 
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Mr. Jenkins. She had some faulty tile or loose tile in there? 

Mr. Criark. Loose and mismatched tile. 

Mr. Jenxins. That tile that she had in there was a dark brown 
mottled title, was it not? 

Mr. Crark. Yes, it was. 

Mr. Jenkins. What did they repair it with, Mr. Clark? Explain 
to the committee how it looks today. 

Mr. Cuark. The repairman came in and removed 2 or 3 tile and 
replaced them with another tile, to form a pattern to offset the mis- 
matched colors. 

Mr. Jenkins. What kind of a pattern would you say he tried? 

Mr. Crark. It looked like a shot in the dark to me. 

Mr. Jenkins. It is true, though, Mr. Clark, that they didn’t even 
use the same pattern, regardless of whether or not the colors would be 
exactly the same on account of sun and all of that? They used an 
entirely different type of tile, and there is no pattern there; it is just 
a patched job, isn’t it? 

Mr. Criark. That is correct. 

Mr. Jenkins. Mr. Clark, where did we see the split beam ? 

Mr. Ciark. You are referring to the support beam in the garage? 

Mr. Jenkins. Yes, sir. 

Mr. Cuarx. At the same address, 2785 Green Street. 

Mr. Jenkins. Isn’t it true that that beam in that garage that sup- 
ports the roof was very badly split and they had to go in and put a 
scab on it in order to support the roof? 

Mr. Ciark. It was broken completely in two when it was installed, 
and later they spliced on or scabbed on a support to it. 

Mr. Jenxtns. I will also ask you, if you went into that same 
garage—lI call your attention to the fact that that beam was resting 
on a single piece of 2 by 4. 

Mr. Criark. I do not recall at this time. 

Mr. Jenkins. Where is the house, Mr. Clark, where they have the 
split beam in the living room? If you don’t remember the number, 
you remember we were in a house where they had a split beam in 
the living room, do you not? 

Mr. Criarxk. Yes, I do. 

Mr. Jenkins. And we looked at that, and it was very badly checked, 
wasn’t it? 

Mr. CuarK. Yes, it was. 

Mr. Jenkins. I also will ask you if we didn’t come to the conclusion 
— maybe that beam was structurally sound but perhaps it just looked 
vad ¢ 

Mr. CrarK. That is correct. 


Mr. Jenxins. That beam can be fixed by being boxed in, and I think. 


the veteran and his wife said they would be very happy if it was boxed 
in and properly painted, did they not? 

Mr. Crark. Yes, they did. 

Mr. Jenkins Mr. Clark, what about these rugs? Let’s explain 
in detail about these rugs. And first off I will start by asking you: 
Wasn’t there a fixed amount for the amount of closing of the loans 
when these houses were sold, there, in the beginning ? 

Mr. Crarx. In the beginning the closing costs or escrow costs on 
the houses were $275. 
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Mr. Jenxins. And when you paid that $275, you got some rugs, 
didn’t you? 

Mr. Cxarx. Yes. 

Mr. Jenxrns. It was first sold to the veterans, or they thought that 
they were getting the rugs for nothing; wasn’t that true? 

Mr. Cxark. That is what they thought, yes. 

Mr. Jenkins. Then later wasn’t it discovered that that $275 in- 
cluded the rugs? 

Mr. Criark. Yes; they later discovered that. 

Mr. Jenkins. And one of the lending institutions wrote one of the 
veterans about that, did they not? 

Mr. CuarK. Yes, sir. 

Mr. Jenkins. Which veteran was it that they wrote about that? 

Mr. Cuark. That was William K. Baker. 

Mr. Jenkins. Mr. Baker received a communication from the lender 
telling him that that closing loan of $275 was in error, didn’t he? 

Mr. CuarK. Yes. 

Mr. Jenkins. And they changed it back to $275 ? 

Mr. Crarx. That is correct. 

Mr. Jenkins. And they also told him if he wanted to keep the rugs 
he would have to pay $150, but it couldn’t be part of the closing costs? 

Mr. CrarK. They were told it wouldn’t be part of the closing costs. 
However, I believe the $150 had already been paid. 

Mr. Jenxrns. It had been in that instance, but that was the in- 
ference, was it not? 

Mr. Cuiark. Yes. 

Mr. Jenkins. So in reality, those closing costs should have been 
$125 if the builder was going to give these people the rugs for nothing. 

Mr. CuarK. Yes. 

Mr. Jenkins. You were talking a while ago about paint. I want to 
ask you this: if there isn’t a certain little lady veteran who has an 
atrocious blue house? 

Mr. CuarK. She certainly has. 

Mr. Jenkins. What color was that supposed to be, according to her 
understanding and agreement with the builder, Mr. Clark? 

Mr. Criark. That was supposed to have been a very light blue. 

Mr. Jenxins. A kind of a horizon blue, wasn’t it ? 

Mr. Cuiark. Yes, sir. 

Mr. Jenkins. Like the shade of a Cadillac, more or less? 

Mr. Cuarg. Yes. 

Mr. Jenkins. And it is an atrocious blue, is it not ? 

Mr. Crark. That is correct. 

Mr. Jenkins. She has put that in writing about that blue, and you 
have it there before you, do you not? 

Mr. Crark. Her complaint list was given to Congressman Sisk 
during our visit to their house. I believe he has the list now. If not, 
I can get it. 

Mr. Jenkins. Mr. Clark, we were in a house on the corner, and we 
went into the kitchen and looked at the painting in the kitchen, where, 
when the lady had washed the walls, the paint became very dull and 
some of it came off. Do you remember where that was? 

Mr. Crark. One of the houses that condition exists in is 2800 Haw- 
thorne, which is George Bruen’s house. 
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Mr. Jenxrns. Isn’t it a fact that Mr. Bruen’s kitchen, there, is very 
dull, and it doesn’t seem to have an enamel finish so that you can 
wash it ¢ 

Mr. CuiarKk. That is correct. 

Mr. Jenxrns. Are some of the other houses like that, Mr. Clark? 

Mr. Ciark. Yes, sir. 

Mr. Jenkins. In other words, if you wash the walls, you haven’t 
got any more sheen, or sometimes no paint. 

Mr. Criark. That is right. 

Mr. Jenxrns. I think that is the same house that has some trouble 
with the drainage, is it not? 

Mr. Ciark. Which drainage are you referring to? 

Mr. Jenkins. The sewage. 

Mr. Cuark. Yes, sir. 

Mr. Jenxrns. You have a written complaint. I think the veteran 
is there at the table with you. I will ask you if this isn’t true, and he 
can answer it. He has had trouble with his drainage. When he tries 
to run his water out of his tub and his lavatory, it is very slow in 
draining. 


STATEMENT OF GEORGE BRUEN, MERCED, CALIF. 


Mr. Bruen. That is correct. 

Mr. Epmonpson. May we have the name of the veteran and his 
address ? 

Mr. Bruen. George Bruen, 2800 Hawthorne. 

Mr. Jenxins. Mr. Bruen, you have brought this to the attention of 
the builder several times, have you not? 

Mr. Bruen. Yes, I have. 

Mr. Jenkins. You have also had a plumber out there to look at it, 
have you not? 

Mr. Bruen. Yes, on 2 or 3 occasions. 

Mr. Jenkins. Tell the committee what the plumber told you was 
wrong with your house, and if it can be corrected. 

Mr. Bruen. He told me he ran a snake wire through the back to 
clear out the plumbing, and he told me for one thing there were too 
many joints coming into the main line under the house. I mean, 
I am not too clear what he means, but that is what he told me. And 
he also said the incline to the street is not enough. And he said I 
would have trouble with it again without a doubt. 

Mr. Jenkins. Your house is on a corner; is it not? 

Mr. Bruen. Yes. 

Mr. Jenkins. And the plumbing, instead of going out to the front 
of your house, really goes out to the side? 

Mr. Bruen. I believe that is so. 

Mr. Jenkins. So the plumber told you you had many joints? 

Mr. Bruen. Yes. 

Mr. Jenkins. Which slowed down your drainage? 

Mr. Bruen. Yes. 

Mr. Jenxins. And he told you you would continue to have trouble 
with the condition like it is? 

Mr. Bruen, Yes. 

Mr. Jenkins. Mr. Clark, what started all this trouble about the 
Sierra Gardens in reality, though, was the showers; was it not? 
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Mr. Cuark. The showers were one of the leading problems that 
brought this about; yes. 

Mr. Jenxrns. Tell the committee what happened about the showers, 
when the veterans move in, what happened when they used them, and 
then on through to the present date. 

Mr. Crark. In some cases, the second time the showers were used 
they began leaking through the base, through the walls, and all 
through ‘the various rooms surrounding the shower. As I understand, 
practically all if not all the showers have been replaced. I do not 
know of any at this time which are leaking through their base. How- 
ever, in some cases the homeowners were without the use of their 
shower for extended periods of time. One lady, as I recall, on our 
visit, stated she was without the use of her shower for something i in 
excess of 3 weeks. When the shower doors were replaced, they were 
replaced in a manner which permitted water to leak around the shower 
walls and doors; that is, the glass partition. 

In most instances at this time the showers are or have been cor- 
rected. 

Mr. Jenkins. Mr. Clark, you just mentioned that when they re- 
placed those doors—these are shower stalls, so the committee will 
understand it, and they have glass doors on them; isn’t that correct ? 

Mr. Cuark. That is correct. 

Mr. Jenkins. Now, when they replaced these doors, you said that 
they leaked around the doors, and the water ran out into the bath- 
room. Isn’t that correct ? 

Mr. Cuarxk. In most cases they don’t actually run out into the bath- 
room unless they have been used, say, for a 3- or 4-member family 
and each member has used the shower approximately one after the 
other in the evening. But the water does leak around the sides and 
bottom of the shower wall, the glass wall, and door. 

Mr. Jenkins. What did they do to correct that, Mr. Clark? How 
did they correct it? 

Mr. Ciark. I am not aware of any of them having been corrected. 

Mr. Jenxrns. Isn’t it true that they went in with a black mastic 
and tried to put some black mastic against that tile? 

Mr. Cuark. I understand they have done some in that manner. 

Mr. Jenxins. What about the tile they replaced in these showers, 
Mr. Clark, after they had to tear them out? Did it match the walls, 
the floor, or anything? 

Mr. Crark. In the case of my shower, a different colored tile was 
put in. However, I agreed to that change in color, as it was a non- 
slip or nonskid tile, which was better, in my estimation, than what 
was there before. 

Mr. Jenxrns. In this house where you and I were and the lady 
said she had been without her shower for several weeks, didn’t she 
tell us the reason why she took the mismatched tile was so that she 
could get her shower finished so that she could use it ? 

Mr. Crark. Yes. She was pregnant and requested to use strictly 
a shower. 

Mr. Jenkins. Well, her tile doesn’t match, does it ? 

Mr. CrarKk. No. 

Mr. JENKINS. Have you seen others that don’t match? 

Mr. Crark. I have seen others. However, I am not aware of 
whether or not they agreed to have that change in color. 
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Mr. Jenkins. Mr. Clark, some of these houses have naturally fin- 
ished cabinets or a light stain on them, do they not ? 

Mr. CrarK. Yes, they do. 

Mr. Jenxkrns. I will ask you if it isn’t true that these cabinets are 
made of of plywood ¢ 

Mr. CriarKk. The doors are made out of plywood. 

Mr. Jenkins. I will also ask you if some of these doors on the fact 
of them have these patched places in the plywood. 

Mr. CLark. They most certainly do. 

Mr. Jenkins. Are you familiar with the grading of plywood? 

Mr. CiarK. No, sir. 

Mr. Jenkins. But anyhow, they have these patched places that are 
exposed and show on some of the cabinets ¢ 

Mr. Cuark. Yes, 

Mr. Jenkins. Mr. Clark, do any of the other gentlemen there with 
you have any of the items that you have not covered? As you state, 
a lot of them have individual complaints, but in the main have we 
covered what is most common with all the houses ? 

Mr. Criark. There are 1 or 2 other things. The sale of the rop- 
erty commenced prior to the building. I say “prior to the build ing” 
because only the model home is built. The land, or the ground, in the 
vincinty was of a level nature. During the grading of the streets, the 
excess dirt was piled in the back of the lots, and the lots at that time, 
in the majority of the cases, are quite high in the rear, which causes 
the water to flow forward to the back or the side of the house. 

Mr. Jenkins. In other words, these houses were not properly rough- 
graded, then; is that what you mean ? 

Mr. Cxiark. I would say yes; they were not properly rough-graded. 

Mr. Jenkins. There was no sodding or seeding included in these 
prices you paid? 

Mr. Criark. No; however, if the individual wished landscaping, he 
could request an additional sum of money to be allocated toward that 
landscaping. 

Mr. Jenkins. Well, let’s go back to these houses you are talking 
about. Let me ask you this question. Those houses that didn’t have 
seeding or sodding or landscaping—would you say that the lots were 
left in a rough-grade condition, and they provided rough drainage 
away from the house and off the lot ? 

Mr. Cuark. I would say that they were graded to drain, yes. How- 
ever, they were graded to drain forward. 

Mr, Jenkins. Towards the house ? 

Mr. Cuark. Yes, sir. Then a low drain area was graded approx- 
imately 5 to 6 feet back of the house to make the water go around it. 

Mr. Jenkins. You mean a swale? 

Mr. CuarK. Yes. 

Mr. Jenkins. O. K. What are some of the other things we haven’t 
touched upon, Mr. Clark? 

Mr. Cuark. The fences are an item of question. There appears to 
have been an inference as to the finish of the fence. In my case, when 
I was questioned about whether or not I wished to fence, I asked the 
question, “What kind of a fence?” The representative who was sell- 
ing to me pointed to the fence around the model home and said, “Just 


like that.” It was a basket-weave fence, which did have paint or 
stains on It. 
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I understand that was the method of selling the fence to the ma- 
jority of individuals. And the question is whether or not the fences 
being left unpainted or stained were the fulfillment of the fence for 
F $1.25 a foot, as the inference was there in most cases that it would be 
: a finished fence. And they felt that when they bought the house they 

were supposed to get a house similar to the model, which included an 

outside paint job. They figured if the fence was accepted, it also 
would be painted such as the , model. 
Mr. Jenxtns. In other words, what you want to tell the committee 
, is, Mr. Clark, isn’t it, that you fellows went out and looked at this 
; model house as built out there at the edge of the tract, and around the 
model house they had this fence, and it was painted. So when you 
made the agreement to buy the house, you naturally assumed you were 
getting the nails and the paint with it. 
Mr. Criark. That is it; yes. 
z= Mr. Jenkins. Some of the other items now, Mr. Clark? 

Mr. Criark. One item which seems to be quite in question, and I 
understand has caused quite a few hard feelings, has been the situa- 
tion of $2-per-day rent until such time as the house clears escrow 
and the deed has been recorded. I understand that a number of the 
people have been having harsh words back and forth between the 
contractor’s representative and theirselves in regard to that $2 a day. 

I understand it is perfectly legitimate to charge for fire insurance 
and taxes. I would like to raise the question at this time: Even 
though we were eager to move in, due to the lack of houses and living 
space available in Merced, is Mr. Tisher within his rights to charge 
$2 a day in the form of rent? 

Mr. Jenkins. Mr. Clark, let me ask you this question along that 
line now. 

The house was in the stage of final completion, and due to the desire * 
for and lack of housing the veterans had to move in before the loan 
was closed and everything was finished ; is that correct ? 

Mr. Crark. In the majority of cases, I understand the loan had 
been approved, but final escrow had not been closed. 

Mr. Jenkins. What were the maximum lengths of time that you 
know of that this $2 a day was charged ¢ 

Mr. Cuark. Six weeks in my case. 

Mr. Jenkins. You paid 6 weeks ? 

} Mr. Car. That seems to have been the average, as far as I can 
gather at this time. 

Mr. Jenkins. Any other points, Mr. Clark? 

Mr. CxarK. These are the basic points I have at the present time. 
I believe some of my cohorts here at the table have a few points they 
might like to bring out. 

Mr. Jenxrns. If you do, before you speak give the reporter your 
, name and address. 

Do you have any more, Mr. Bruen? 
, : Mr. Bruen. Yes, I do. George Bruen, 2800 Hawthorne. 

Our living-room wall has a bulge over the doorway going over the 
opening. There is just a slight bulge out from the surface of the 
wall. You can feel it there. I don’t exactly know what it is, but I 
would like to have it looked into by somebody. I haven’t been able 
to get a straight answer from anybody about just exactly what did 
cause it. 
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In our heating: We had awful trouble with our heating last win- 
ter. We put both heaters on full, but still couldn’t keep the house 
warm. I think there are a number of reasons. For one reason, the 
sliding window is letting in a lot of air, and the bolt doors were 
pretty loose, and still are, and let in a lot of air. ! 

Mr. Jenxrns. Let me interrupt right there, if you don’t mind. 
What type of heating do you have? 

Mr. Bruen. Gas wall heaters. 

Mr. Jenkins. Gas wall heaters. Now, you said that your glass 
sliding door doesn’t fit properly, and lets wind in. 

Mr. Bruen. Yes. 

Mr. Jenkins. And it has not been adjusted ? 

Mr. Bruen. No. 

Mr. Jenkins. And you inentioned your front door. What about it? 

Mr. Bruen. It rattles. When the wind blows it shakes. You can 
feel the wind come right in under the bottom on a windy day. Last 
winter we had a lot of wind, and it was very noticeable. 

Mr. Jenkins. Would you say, then, your front door is weathertight ? 

Mr. Bruen. No. 

Mr. Jenkins. What are the other items? 

Mr. Bruen. Well, the heating. That is the same problem there. 
I called the heating man and asked him to check our heaters, but he 
can’t come out yet. 

Then a drain spout : We need a drain spout between the garage and 
the kitchen in the corner of the front of the house. There should be 
one there. There is one on most houses. 

The main trouble I have had is that in the winter—we put our lawn 
in in January, and the rains came then, and they came down on that 
corner and washed out a corner of the lot. One corner—all it is is 
clover, whereas the rest is grass. 

Mr. JenKrns. Do you say some of the other houses have a downspout 
at that point? 

Mr. Bruen. Yes; they do. 

And on our outside paint, the stueco chipped around the back door, 
and they touched it up with a different color. He told me he would 
take care of that, because it didn’t match at all. So they came around 
and painted the whole house. They washed it with some kind of 
water-mixed paint. I asked him when it would be dry, and he said, 
“It is dry right now, but you had better let it set for a while.” I let 
it set for 2 days and used the sprinkler, and it either washed the paint 
off the wall or stained it white. 

Mr. Jenkins. Go ahead. 

Mr. Bruen. That is about all that I have. 

Mr. Jenkins. What about vou? Do you have any, sir? 





STATEMENT OF AUGUST R. ROQUE, SIERRA GARDENS, 
MERCED, CALIF. 


Mr. Roqur. Yes. My name is Augustine R. Roque. 

When I first moved into the tract, which was in December, I had an 
apartment, and we didn’t have to move in right away, but the builder 
was putting on the pressure to move in so that they could get the loan 
through. At that time I told him that there were certain things that 
weren't completed in my house, and I didn’t want to move in until 
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they were completed. And he promised that just as soon as they 
finished a few houses they had at the end of the tract, they would bring 
a whole crew through and go through all the houses and fix them. 

So I agreed to move in, and I signed my escrow papers. 

We had been in about a week, when we noticed that there was water 
running out in the living room and master bedroom and hall closet. 
So I immediately went down and contacted the contractor and he noti- 
fied me it was the shower that was leaking and not to use the shower, 
and they would correct it. 

Their correction was to put in grouting around the base and the 
sides, which had fallen out. And they said it was fixed and to wait 
a couple of days before using it—which we did. After using it 2 days 
later, it leaked the same way. That was in December. 

So I went back to the tract and notified them of that fact, and he 
says, “Well, we'll investigate it and see what is causing it and try to 
get it repaired.” 

Well, I waited from December until, I believe, June before my 
shower was put in, and at that time they put in a lot of mismatched 
tile and tore the floor out. 

The first thing they did: They came in I think around in March, 
March or April, and they tore the floor out, and then around June, 
after I kept after them for a while, they came back and put in mis- 
matched tile. And it is still cracked, and water still leaks around the 
door. I brought that to their attention, and they came back and 
regrouted it. 

Also on my house, the drain—evidently when the house was con- 
structed, instead of draining away from the center of the house toward 
the spouts that they had put in, it drains toward the center, and the 
water drips all along the side. So I brought that to their attention, 
and they said they would put a drain near the garage. And I told 
them I didn’t want a drain there near the garage. In some houses 
I had seen they put a drain there, and the rain would run into the 
patio, splatter on the window, and also run into the garage. And the 
contractor said, “Well, there is nothing we can do about it, so all we 
can do is put a drain there.” 

Naturally, I didn’t know what could be done, as an individual, ex- 
cept through the Veterans’ Administration. To date nothing has been 
done on it. 

Also, in the house the few things—like I say, when we moved in, 
that were supposed to have been done, never were completed. Around 
the light fixtures there were holes left. There are two cracks on the 
side of the wall. My beam, which was supposed to have been a natural 
finish at the start, had quite a few knots and strap marks. And so I 
agreed to let them paint it. But since then the knots have been pop- 
ping through. The wood knots have been popping through on the 
beams, and it isn’t very nice looking in appearance. 

Our cabinets, which we brought to their attention also—the tops 
were never painted. The partition—the wall partition dividing the 
living room from the he the tops were never painted, and it 
makes it quite difficult when the wife wants to dust. The cabinets 
were never properly stained. Underneath the cabinets there were 
quite a few slivers. The inside of the cabinets was very poor work. 

I also have one of those windows which you refer to that are a fire 
hazard, and I brought it to two of the contractors’ attention that were 
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out there. Because when I open my front door and the window is 
open I can’t get out. They said, “There is nothing that we can do 
about it.” So I said, “We will just have to keep the window closed.” 

I was looking at it not only from the standpoint of danger of fire, 
but I have two small children that walk into that window all the time. 

Mr. Jenkins. Let me interrupt right there. Are you a member of 
the fire department here ¢ 

Mr. Roqur. No, sir. 

Mr. JenxKrns. Back to this window deal, I just mentioned to Mr. 
Clark a while ago: If they take your screen door and hinge it on the 
opposite side, wouldn’t that give you some relief ? 

Mr. Roque. No, sir. 

Mr. JeNKins. Why not? 

Mr. Roque. Because if they took the screen door off and hinged it 
on the opposite side, you would still have to open your screen door into 
the open window. 

Mr. Jenkins. You could get out through the space you have there. 

Mr. Roqur. You would have to squeeze through. 

Mr. Jenkins. That is correct. You would have to squeeze through. 
It would eliminate the total inability to get out. That is what I am 
getting at. It would give you some relief. 

Mr. Roque. That is right. 

Mr. JENKriNs. Go ahead. 

Mr. Roque. Also on the plasterboard which they put on the walls 
and ceiling, the nails started popping through on the walls. 

Mr. Epmonpson. Could I interrupt at this point, Mr. Roque? Is 
your house identical to the model house that has been described here ? 

Mr. Roque. Yes, sir. 

Mr. Epmonpson. Did this same condition regarding the window 
and the door exist on the model house ? 

Mr. Roque. Let me correct that, sir. It is supposed to be identical 
to it. They made some minor changes in the tract. 

Mr. Epmonpson. I mean this situation of the window blocking the 
opening of the door. Does that exist on the model home as well ? 

Mr. Roqur. No; it doesn’t. And my understanding of that is that it 
is the way some of the houses were put on the tract. On some of the 
homes out there the window isn’t conflicting with the door. On others, 
depending on the way they are placed, it is. 

I brought that to the attention of the contractor before the house was 
completed, because I noticed that. And they said it was too bad, but 
the sashes were in, and they couldn’t do anything about it. 

The plasterboard on the walls—the nails popped through in the 
bathroom, and they have popped through in the living rooms. 

Mr. Jenkins. Let me ask you a question about the popping of nails. 
Have you ever taken a ruler and measured the distance between those 
nails on the wall? 

Mr. Roque. No, sir. 

Mr. Jenxins. Have you ever done it on the ceiling ? 

Mr. Roqur. No, sir. 

Mr. Jenxrns. I wish you would do that sometime during the recess 
and let the committee know what you find. The spacing of those nails 
on the wall and on the ceiling. Would you mind doing that sometime 
today ? 

Mr. Roque. Yes, sir. 
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Mr. Jenkrns. Go ahead. 

Mr. Rogue. I noticed on my house in particular that where the 
plasterboard on the ceiling comes together, it is starting to bulge. Also 
over the kitchen sink there is a definite bulge on the wall. 1 brought 
that to the attention of the contractor out there, and he went through 
a lengthy explanation on what caused it. 

The woodwork has quite a few knots on the strips that go around the 
floor and also on the doors, and the contractor would not pull them out, 
but he wanted to patch them, and here he gave me some explanation of 
the fact that if they went through and pulled the doors out it would 
just make more of a mess. 

The paint in our living room and our bedroom, J had an understand- 
ing when we purchased the house, would be washable. Because I 
made it definite that we have small children. And the paints in the 
living room and bedrooms are not washable. I tried washing them in 
one particular spot, and the paint comes off. 

Mr. Jenkins. While you are talking about your trim, what is the 
width of your baseboard? That is the board that goes around and 
around above your floor. 

Mr. Roqur. I would say it is about 2 inches. 

Mr. Jenkins. [ will ask you this: Then if the specifications for your 
house showed that he was supposed to use a one-half by four pine 
baseboard, would you say you got that? 

Mr. Roque. No; I wouldn't. 

Mr. Jenkins. Well, when you are measuring these distances be- 
tween these nails, would you also measure that accurately for us? 

Mr. Roque. Yes, sir. 

Mr. Jenkins. Go ahead. 

Mr. Roque. Now, one of our largest problems, which I corrected 
on my own to a certain extent—one of the major things that affected 
our house, when we first moved in, which was in the winter—was that 
there was quite a crack at the front door, which let in a lot of wind, 
blowing, and our sliding door leaked something tremendous, air and 
water both coming in. I brought that to the attention of the con- 
tractor, and nothing was ever done. 

When we first moved into the house, which was in the wintertime, 
we noticed that it was quite cold in there, and we weren’t able to heat 
it properly. So I discovered that the space underneath the front door 
was quite wide, and also our sliding glass door—there was wind blow- 
ing through, and also water coming through. I brought it to the 
attention of the contractor, and he said they would have someone 
there to check that sliding glass door. 

Well, it was quite a few months before anyone came around, and 
at that time they didn’t do anything. I brought it to their attention 
in December, and we were well into the summer before anyone was 
around checking the doors. 

As a result, we were having quite a few doctor bills with the chil- 
dren, and I took it on myself to have the front door weatherstripped 
at the cost of $33 to myself, trying to block an avenue where there 
wouldn’t be a draft. Our sliding glass door—the rubber has come 
apart, the wind blows through, and in the wintertime it becomes quite 
a heating problem. In fact, our gas and electric bill, or gas bill, has 
been quite a large amount. 





1342 IRREGULARITIES IN LOAN PROGRAM IN CALIFORNIA 

























































Mr. Jenkins. Let me ask you this one question, then, regarding 
that. Would you say, then, with regard to your two doors, that you 
have a weathertight house? 

Mr. Roque. I have a weathertight front door, which I had weather- 
stripped. 

Mr. Jenkins. I mean before you did that. 

Mr. Roque. No, sir. Absolutely not. 

My patio is also one of those that have cracked excessively in many, 
many places. 

Mr. Jenkins. Do you have an oval or a square patio? 

Mr. Roqur. I have an oval. 

I brought that to the attention of the contractor. He told me there 
wasn’t anything they could do about it except patch it. I didn’t want 
it patched. I also brought to his attention the fact that when we 
purchased that patio, at a cost of $200 to each veteran, if at that time 
they knew that the ground was shifting and the patios were cracked, 
or they couldn’t put cement work in that wouldn't crack, at that time 
they should have brought it to our attention, and we could make the 
decision whether we would want a patio that would crack in 8 months, 
or leave it. 

I also understand that some of the people that had their patios put 
in after the construction was completed on the tract, where they had 
these patios put in themselves, by the same subcontractor that put in 
ours, where we paid $200 he charged them $140. 

The grout around our sink, that is on the ceramic tile work, has 
fallen out, and the water leaks down into underneath the cupboards. 
They have been over 2 or 3 times to correct that, and all they do is 
regrout it and leave. Actually, the situation hasn’t been corrected. 
It has just been patched. 

Our closet doors also do not fit properly. We have sliding doors. 
They have adjustments on these doors to correct the width in the 
sliding back and forth. In some of the houses out there, mine in 
particular, where the wall wasn’t perfectly straight up and down, they 
et adjusted these adjustments on the tracks of the doors to make 
them fit. Therefore, the doors slide hard, and you can’t get it up 
against the wall. 

That is all I have. 

Mr. Jenkins. O. K. Thank you. 

These other two witnesses—if you have anything that is different 
than what has been told, we would like to hear it. But if in your 
house there is a repetition of the items we have heard about, here, 
there would be no use in mentioning them again. 

Do you have anything that has not been mentioned ? 


STATEMENT OF CHARLES D. MYERS, MERCED, CALIF. 


Mr. Myers. My name is Charles D. Myers. I live at 1530 East 27th. 
The only additional comment that 1 would like to make is in refer- 
ence to the VA inspections of our complaints. 

I noticed in the inspections the only things that were covered were 
the things that were on our list of complaints. In other words, the 
inspector came into our house with the list of complaints, and the com- 
plaints that we actually showed him and that he felt were justified— 
the builder’s representative was told to correct those complaints. And 
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in practically all instances, the complaints were corrected, that is, the 
ones that the VA inspector actually brought to the builder’s attention. 

I might mention that my house in particular had many surface 
cracks in the stucco on two sides of the house. And to get that prop- 
erly rewashed and the cracks sealed, I agreed with the representative 
of the builder and Mr. Tisher himself, that if that were done properly 
I would in effect forget the minor items that I could i care of 
myself, 

I believe that is all that I have. 

Mr. Jenkins. How about the other gentleman ? 


STATEMENT OF RICHARD MARTIN, MERCED, CALIF. 


Mr. Martin. My name is Richard Martin. I live at 2760 Haw- 
thorne Avenue. 

My complaints above what have been given are while replacing my 
shower glass wall, which incidentally leaks yet, two shower tiles were 
cracked in the process. I also have the fact that I have $80 in escrow 
that is being held back by Mr. 'Tisher for rent money. 

Mr. Jenkins. Is that that $2 a day that Mr. Clark was talking 
about ? 

Mr. Martin. Correct. 

Mr. Jenkins. How long were you asked to pay rent for after you 
moved in? How many days, or weeks, or manalea 

Mr. Martin. Until the day that my deed was registered at the 
courthouse. 

Mr. Jenkins. What length of time, I mean? How many days is 
he charging you for? 

Mr. Martin. For 40 days. 

Mr. Jenkins. Forty days. O. K. 

Mr. Martin. Now, this amount he is having held in escrow and 
will not release it to myself. 

I was under the understanding that the moneys in escrow were to 
be used only for the use for which they were entitled, such as land- 
scaping and fencing and for the veterans’ benefit. 

My understanding also was that a VA loan was for the benefit of 
the veteran, and not for the contractors solely. 

When I had talked to a salesman many months back, there was a 
sense of the veterans’ loan being a charity for the veteran. And to 
my feelings on this, it was an act of Congress that we be allowed a 
veterans’ loan, and not a charity. 

I was also given the routine that, “After all, Martin, you are getting 
a $10,000 house, not a $20,000 house.” 

That is all I asked for, a $10,000 house. 

The condition of my painting inside the house should be brought 
out, in view of the fact that I bought my own wallpaper, and when 
the ‘wallpaper was applied it appears that prior to that point the man 
who came into the house to put on this mastic, or whatever it is, the 
stipple, for marking on the walls, to make it look like plaster, must 
have been loaded. Because I had nothing but drip marks and sloppy 
work all through the house. And also where the wallpaper was 
applied these lumps show up all over. 

Now, mind you, I purchased this wallpaper myself, and I ex- 
pected to be treated by a man who would do it properly. Otherwise, 
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I would have done it myself. Before it was applied, I asked if that 
would be sanded off, and they said, “Don’t worry. Everything will 
be taken care of.” It was. 

Mr. Jenxrns. Tell the committee how much you paid for that 
wallpaper. 

Mr. Martin. Some of the wallpaper ran to $3 a roll. We were 
allotted $1aroll. This to me was a waste of money. 

The wallpaper in the kitchen was applied, and then some finisher 
came along and applied the finish on the sashboard on the window, 
and drops of that finish landed on the wallpaper. 

All in all, the wallpaper that I purchased, I would consider more 
or less ruined, and the only thing I can do in the future is just rip 
it all off and sand all the walls down and repaper the walls properly. 

As far as the mastic all through the house is concerned, it is ridicu- 
lous to look at it because of that fact that wherever you look you 
don’t only see 1 or 2 drip marks but you see the wall is a complete 
drip. There isn’t any part of the wall that doesn’t have a drip mark 
on it. And it is continuous throughout the house. And as for 
finished wor—I don’t think that could be considered finished work. 

I have the gutters at the end of the eaves on my house that hold 
water. There was an attempt to correct this condition, and that was 
to puta panne. of tin from the end and gage it down from one degree 
to another. said it would be O. K. and he could use this method 
if it would wor — He said he would make sure that it would work. 

After this tin was put up there to act as a drain from the end of 
the gutter to bring it down to the downspout, I put water on the roof, 
and I still have the same condition. You still have the water setting 
in the gutter. And if it were to rain hard, I would still have the same 
condition with the water running off the end of the gutter, instead 
of going down the downspout. 

Mr. Jenkins. Let me ask you this question. The entrance to the 
downspout is above the surface of your roof, isn’t it? 

Mr. Marrin. The entrance to the downspout is at a higher level 
than the surface of the gutter. 

Mr. Jenkins. That is right. Go ahead. 

Mr. Martin. And the major part here is that the carpentry was 
done incorrectly, and the slope goes on the wrong angle, or the down- 
spout was fit in the wrong place. 

Mr. Jenxins. In other words, you have your downspout on the 
uphill side and your roof slopes the opposite way ¢ 

Mr. Martin. That is right. 

Mr. Jenkins. Go ahead. 

Mr. Martin. Now with this condition, when the water builds up, 
and it rains, it naturally goes over the edge. 

Also, in many of the houses, the tile that was put in the house 
was put up, or put in, after the mop board had been put in, and 
I believe that mop board which you were questioning ee earlier 
is no more than an inch and a half. It is just a very short strip, 
a small strip. And the only way to eliminate this crack where the 
mop board meets the floor tile would be to, actually, put the floor 


tile underneath the mop board and not the tile against the mop 
board. 
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With this crack, it naturally holds dirt and it is hard to keep 
clean. 

That is all I have. 

Mr. JENKINS. Just one other thing, Mr. Clark, so that we can move 
along. We have some other witnesses here. 

I want to ask you again: The veterans have testified that many 
of you have brought these defects to representatives of Mr. Tisher 
and to Mr. Tisher himself. Now, do you know of your own knowledge 
how much of this has been brought to the Veterans’ Administration’s 
attention in San Francisco? 

Mr. Crarx. I am aware of approximately 10 cases which have 
been brought to the attention of the Veterans’ Administration in San 
Francisco, 

Mr. JENKiNS. Could you give the committee an idea of about when 
the first of those were brought to the attention of the Veterans’ 
Administration? Not the exact date, but if you can tell us as to the 
month, that would be all right. 

Mr. Epmonpson. Would you elaborate on that, too, as to whether 
those 10 cases are 10 cases that have not been corrected ! 

Mr. Crark. These 10 cases were brought to the Veterans’ Ad- 
ministration’s attention approximately in the middle of June. They 
were brought to the Veterans’ Administration by us through our 
State senator, Mr. Cobey. Some of the complaints which we have 
with us today are complaints which still exist from that original 
listing. 

Mr. Epmonpson. Mr. Sisk, did you have some questions? 

Mr. Sisk. Yes. 

Mr. Clark, I would like to inquire particularly with reference to 
the attitude of the builder in this case. I probably will ask each 
of you. 

What was your experience in your complaints to the builder? 
What was the attitude that the builder took with reference to taking 
care of these complaints ? 

First to you, Mr. Clark. 

Mr. Cuark. I had no direct contact with the builder, Mr. Tisher, 
himself. It was through one of his representatives. 

I found the representative very difficult to talk to. I found he 
put most of his emphasis on the fact that “My house is worse than 
this. What have you got to complain about?” 

Mr. Sisk. Who was this man, now? Can you name the party that 
you are speaking about, Mr. Clark? 

Mr. Crark. It is Mr. Dy bas. 

Mr. Sisk. And what is his position with Mr. Tisher? Do you know 
what his title is? 

Mr. Cuark. I am not familiar with his title, but I gather he is a 
coordinator for Mr. Tisher. 

Mr. Sisk. Mr. Martin, what was the attitude of the builder with 
reference to their contact with you from time to time? Were they 
courteous at all times in their discussions with you, with reference to 
your complaints ? 

(Representative Edmondson left the hearing room at this point.) 

Mr. Marrrn. In reference to all my complaints, as I went down and 
saw Mr. Friedland and his son, I would register complaints, give them 
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lists, and I would return again and again, and they would always 
very graciously take the complaints that I was handing them, but 
nothing was ever done. I was being given the old stall action. And 
as time continued, I just tried to be nice and tried to cooperate with 
them and tried to understand the problems that they had. 

But I think their biggest problem was to get out of there before 
we finished our complaints or finished our year up. 

Some of the minor things were taken care of. I cannot say that I 
met any antagonism on the part of any of the members of Tisher’s 
staff. But I never got any action, also. 

Mr. Sisk. Well, let me ask the same question of you, Mr. Myers. 
What were your relations with the builders with relation to their 
treatment ? 

Mr. Myers. The only comment I have is that the builder left me 
with the impression—or should I say the builder’s representative did— 
that “we are not doing these things because we have to. We don’t 
have to do them. We are only doing them because we want to keep 
peace, and we want to cooperate.” 

Mr. Stsk. Did you at any time tell the builder that you had written 
to anyone or made any complaints to anyone other than to him? 

Mr. Myers. I did not make that statement to him, although I think 
he was aware of the situation. 

Mr. Sisk. All right. Let me ask you, Mr. Roque: What was your 
experience ? 

Mr. Roqur. My experience with the representatives of the builder 
was that they were more intent on giving excuses on why it happened 
or what was causing it than they were in repairing it. And they 
would also agree to come in and do patchwork, and that was the way 
they left it. 

Mr. Sisk. What were your experiences, Mr. Bruen? 

Mr. Brugen. My experiences were pretty similar. When we first 
came tothe tract, Mr. Friedland was handling all the complaints. We 
would come down to the office, and we would explain the situation to 
him, and he would say it would be taken care of. Then you would 
wait a few weeks, and then you would call him, and he would say he 
would come out, but he never did. And then Mr. Dybas minimized 
the complaints we had. He fixed a few things, coming in with a 
letter that said all work has been completed satisfactorily, and asked 
metosign. And I said I wouldn’t sign it until it was finished. So he 
said they would do no further work, and that is the last I saw of him 
until the Friday you came to the house. They painted the house that 
morning. 

Mr. Sisk. Do you know how come they painted the house that 
morning ? 

Mr. Bruen. No; they came around with their equipment that morn- 
ing and said they were going to paint the house. So they did. 

Mr. Sisk. Can you comment on any other experiences that you 
know of that you heard of in the tract with relation to relations with 
builders? Has anyone had any particular trouble in talking to these 
people, or have they had any trouble finding them, in any way, Mr. 
Bruen ? alte 

Mr. Bruen. We had trouble for a while finding them. We moved 
there in the spring, and for a while there didn’t seem to be anybody 
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available at the model home. I tried to get hold of one or the other. 
One time I had plumbing trouble, and with children I needed it fixed 
right away, and they said they would take care of it right away. 

“All that night we went without any plumbing, and next morning 
I called them again, and they still didn’t come out. So I called my 
own plumber and had him come out and straighten it out. 

Mr. Sisk. Let me ask you, Mr. Bruen, since I am questioning you at 
the moment: Did you meet the inspector, the VA inspector, on your 
particular house at any particular time? Are you acquainted with 
the man who made the final inspection on your home? 

Mr. Bruen. I am not sure. The only one I met was a Mr. Beach. 
I think it is Beach. 

Mr. Sisk. And when did Mr. Beach come to see you? 

Mr. BruEN. He came after we spoke to Senator Cobey about the 
troubles. He came down, and he went through most of the homes 
that we had lists submitted on. 

Mr. Sisk. He was the first inspector that you had seen ? 

Mr. Bruen. The only one I know of; yes. 

Mr. Sisk. I would like to, as a group, ask any of you to make a 
comment. Did you talk at any time to any of the inspectors, the VA 
inspectors, on your particular home? You, Mr. Clark? Or any of 
you! 

Mr. Crark. No. 

Mr. Myers. I have talked with Mr. Beach. 

Mr. Sisk. Mr. Martin? 

Mr. Martin. I have spoken to a gentleman from Stockton, I be- 
lieve it is, who came down to inspect. That was a man who came 
down to inspect the houses in the community. And it was strictly in 
reference to what I could do in regard to my landscaping and fenc- 
ing. And I had also spoken to him after the house was complete, 
and when he was with Mr. Beach, and had shown him some piping 
in the house that was loose. He said, “Well, it is kind of late now. 
There is nothing we can do about it.” 

It is not loose to a point where it will pull out, or anything, but it 
is loose. And when you do grab hold of them, you have a feeling 
that they aye not exactly the most secure things in the house. 

Mr. Sisk. Well, do you know who that inspector was? You don’t 
know his name? 

Mr. Martrn. I can’t recall his name. I can’t recall his face very 
well. 

Mr. Sisk. Let me ask you this question, then. Any of the five of 
you may comment. Do you feel that final inspection by the Veterans’ 
Administration of your homes was an adequate inspection 

(General negative response.) 

Mr. Sisk. Are you unanimously of the opinion, then, you five men, 
that the final inspection was not adequate ? 

Mr. Ciark. That is correct. 

Mr. Bruen. Yes. 

(Representative Edmondson returned to the hearing room at this 
point.) 

Mr. Sisk. Were you at any time ever threatened, either directly 
or indirectly, or was any comment made with reference to the fact 
that you may have written to someone other than the builder, that 
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you may have written to the VA or to someone other than that? 
Were any comments made by the builder in the way of a threat, either 
direct or indirect ? 

Yes, Mr. Myers? 

Mr. Myers. I might state that in my contact with Mr. Beach, he 
advised me that the next time I had any complaints I should write 
directly to him instead of Washington. 

Mr. Sisk. Did he give any reason for that? 

Mr. Myers. The main reason that he gave was that I would get 
greater satisfaction sooner. 

Mr. Sisk. Are there any other comments that any of the others 
of you have, that either you yourself have heard of or others, about 
the attitude of the builders, about your writing to the VA or to Wash- 
ington or to anyone? Mr. Clark? 

Mr. Criark. I have received various comments on that subject. One 
was from a lady who was supposed to have been talking to Mr. Dybas 
in regard to her complaints. 

As she related to me, when she was not getting any satisfaction in 
regard to repairs, “It appears necessary to again write to the Veterans’ 
Administration and to C ongressman Sisk.” 

She stated that the reaction from Mr. Dybas was that she and the 

rest of us could write to whoever we wanted, even possibly the Presi- 
dent of the United States, and that they would do what they wanted 
when they wanted and if they wanted in the form of corrective 
measures to the complaints of the houses; that those individuals that 
we were trying to contact, that we were writing to, were only interested 
in votes. 

Mr. Sisk. Were only interested in what ? 

Mr. Crarxk. In votes. 

As I say, she related to me those statements. 

Mr. Sisk. All right, Mr. Clark. 

Mr. Chairman, I believe that is all. 

Mr. Epmonpson. Mr. Weaver, do you have any questions? 

Mr. Weaver. I would like to ask Mr. Clark the question: Can you 
tell me who purchased the model home? 

Mr. Cxiark. I am not sure. In fact, I am not sure whéther or not 
it has been sold. : 

Mr. Weaver. Are you aware of any deficiencies that may exist 
in it, as they do in yours and other veterans? 

Mr. Ciark. I only know of one remark that was made in reference 
to the model home, and it was made by a workman who was cleaning 
the house on one of our recent visits. It was in the company of Con- 
gressman Sisk. This individual, when advised we were trying to 
make a comparison between the model home and the homes in the 
tract, stated there was no comparison, and even the model was not a 
good home. 

Mr. Weaver. I would like to ask you one other question. You 
mentioned at the beginning the basis for you and other veterans 
purchasing these homes was the promise by the builder that there 
would be a swimming pool in the playground area. Was that brought 
to thetattention of the builder or his representative, by you or any 
of the other veterans? 
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Mr. Crarx. The homeowners had a meeting and appointed 2 or 3 

representatives to act on behalf of the tract. They went around 
vanvassing from door to door for individuals willing to form a cor- 

poration—which was required, with a swimming pool. The tract had 
not been completely filled as far as the residences are concerned. 

At that particular time they had approximately 95 names of home- 
owners who were willing to form the corporation. I am quite sure 
at this time they could have a hundred names without any difficulty. 
I also understand from one of those gentlemen that they have run 
into a considerable amount of difficulty in coordination between Mr. 
Tisher or his representatives and them, in doing anything toward the 
swimming pool. 

Mr. Weaver. That is fine. Thank you. 

Mr. Epmonpson. Mr. Clark, if I understood correctly your state- 
ment of the forty-some-odd complaints that you had information on, 
10 of them have been delivered to the VA, to your knowledge? 

Mr. Cuarx. That is correct. 

Mr. Epmonpson. And I guess I could assume from that that more 
than 30 of them have never been brought directly to the V A’s atten- 
tion, then; is that correct ? 

Mr Crark. I cannot say definitely on that particular point. I am 
not sure of the other 30. 

Mr. Epmonpson. The committee would like to ask, if it isn’t too 
much trouble to you, that you prepare a compilation of those com- 
plaints, the forty-some-odd complaints that you have, by name and by 
house number, in duplicate, and that you supply the committee one set 
of this compilation, and the manager of the Veterans’ Administration 
regional office in San Francisco, a Mr. Corbitt, has requested that 
this set of complaints be supplied to him and has also asked that we 
make the announcement that he would appreciate, on any complaint on 
housing in the future, regarding construction, that at least a copy of 
the complaint as it is made by the veteran be sent direct to him in his 
San Francisco office, marked personal to him, by the veteran. 

Those initials were what, Mr. Corbitt? 

Mr. Corsirr. J. G. 

Mr. Epmonpson. Mr. J. G. Corbitt. 

Mr. Cuark. That is C-o-r-b-e-t-t ? 

Mr. Epmonpson. C-o-r-b-i-t-t, Veterans’ Administration regional 
office, San Francisco, Calif. 

Will you supply that compilation for us within the next few days 
if you can? 

Mr. CuiarK. Yes, sir. 

Mr. Sisk. Mr. Chairman, just one thing. With reference to the 
number of homes that were brought to the attention of the VA: 

Do you know, Mr. Clark, how many homes Mr. Beach inspected 
on the occasion mentioned here? Do you have any idea how many he 
inspected on that particular trip ? 

Mr. CiarK. I believe it was 8 out of the 10 he came to visit following 
State Senator Cobey’s visit at the VA office in San Francisco. 

Mr. Epmonpson. I think, then, that that concludes the heari ing as 
to you witnesses. If you would like to remain in attendance in ‘the 
room, you will be very welcome to remain here while we hear the other 
Ww itnesses, 
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Mr. Sisk. Mr. Chairman, with your permission, I would like to 
commend these witnesses. 

I appreciate the work that you have done and the effort that you 
have made to be here this —— and to present the case of the 


Sierra Gardens tract, and I certainly want to commend you on your 
presentation to the committee. 


Mr. Ciark. Thank you. 
Mr. Epmonpson. Will Sgt. E. J. Black and his group from Woods 
Park come forward, please ¢ 


Sergeant, do you want to lead off by identifying yourself and giving 
your address ¢ 


STATEMENT OF M. SGT. EDSON J. BLACK, ATWATER, CALIF. 


Sergeant Brack. My name is M. Sgt. Edson J. Black. I live at 

2330 Third Street , Atwater, Calif. 

Mr. EpMonpson. Sergeant, do you want to begin the same way that 
Mr. Clark did, by identifying the dev elopment i in which you are lo- 

cated and telling us about its size and the builder? 

Sergeant Brack. To the best of my knowledge, the Woods Park 
addition in Atwater, Calif., commenced in either - September or Octo- 
ber 1954. Mr. C. R. Tisher is the contractor of that subdivision. 
There are approximately 46 homes in that subdivision. 

It has been brought to my attention on several occasions as to the 
discrepancies that have been brought up about these homes in Woods 
Park addition. It has been brought to the contractor’s attention sev- 
eral times and the people that represent him. And to this date, the 
biggest part of the discrepancies that have been found in those homes 
over there—there has been nothing done about them through now. 

Mr. JENKINS. Sergeant, I will ask you if it isn’t true that you 
visited me in the hotel when I was here a ‘couple of weeks ago and made 
your complaints and those of your neighbors known to me? 

Sergeant Biackx. That is correct, sir. 

Mr. Junxins. Was that the first contact you had had with anybody 
outside of the builder ? 

Sergeant Biack. Yes, sir. 

Mr. Jenkins. Have you or any of your neighbors made these com- 
plaints known to the Veterans’ Administration ¢ 

Sergeant Brack. To the best of my knowledge, I believe they have 
not, sir. 

Mr. Epmonpson. We will have to have order so that we can hear the 
witnesses, please. 

Mr. Jenkins. How old are these houses, Sergeant ? 

Sergeant Biackx. Approximately 6 months old, on the average. 

Mr. JENKINS. They are now totally occupied ? 

Sergeant Brack. Yes, sir. 

Mr. Jenkins. So your complaints are rather new, as to these new 
houses; isn’t that correct ? 

Sergeant Biack. That is correct, sir. 

Mr. Jenkins. Sergeant, in your houses out there, let’s start out 
with your house. Would you list the items there on your house, start- 
ing in with your glass door? Let’s talk about that. Explain it to the 
committee before - you answer the question. 
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You have a three-panel plate-glass-window door that opens out 
onto the back of your garage; isn’t that correct ? 

Sergeant Briack. That ; is correct, sir. 

Mr. Jenkins. And the center piece slides, and at the same time, then, 
you have a screen that slides in its place? 

Sergeant Biack. That is correct. 

Mr. JenKiNSs. Now, when this center piece slides shut, what hap- 
pens to the back of this door, this piece of glass? 

Sergeant Brack. They have approximately a half-inch clearance 
in there that is wide open, which leaves mosquitoes, bugs, flies, water, 
dust, and rain coming into your living room and your kitchen. 

Mr. Jenxrys. In other words, this center sliding panel is too big 
for the opening; isn’t that correct. 

Sergeant Brack. That is correct, sir. 

Mr. Jenkins. And flies and mosquitos and dust can just go around 
that back part and come into your home? 

Sergeant Brack. That is right. 

Mr. Jenkins. You made this known to the builder; didn’t you? 

Sergeant Brack. That is right. 

Mr. Jenkins. And nothing has been done about it ? 

Sergeant Biack. That is right. 

Mr. Jenkins. Sergeant, the next item I would like to ask you about 
is your Hotpoint electric stove. What is wrong with it, if anything? 

Sergeant Brack. The stove was installed in there when we moved 
in, and I brought it to their attention that whenever you cooked 
anything on the stove, one side of it would burn, which indicated 
that the stove wasn’t level. The tile men came out and looked at 
the tile and said it was the stove’s fault, that the tile was level. The 
stove men came out and said that the tile wasn’t level, that there was 
nothing wrong with the stove. 

So later on the tile men come out there, and Mr. Dybas came out 
there 

Mr. Jenkins. Who is Mr. Dybas? 

Sergeant Brack. He is the representative of Mr. Tisher. 

Mr. Jenkins. O. K. Go ahead. 

Sergeant Biack. And he put the levels on it, and the tile did turn 
out to be level. But the biggest complaint about the whole thing was 
that for a period of time ‘there, approximately 60 days, they could 
not determine whose fault it was and didn’t seem to be interested in it 
too much. 

Mr. Jenkins. They were passing the buck back and forth; isn’t that 
correct ? 

Sergeant Brack. That is correct, sir. 

Mr. Jenkins. On this stove, to understand it, you have a ceramic 
tile drainboard around your kitchen cabinets, and this Hotpoint 
stove was built in asa part of that kitchen cabinet. 

Sergeant Biack. That is right, sir. 

Mr. Jenkins. Now, then, these units that you have in your stove 
are corduroy bands; aren’t they ? 

Sergeant Brack. That is right. 

Mr. Jenkrns. In laymen’s language, they look like flat wires. 

Sergeant Brack. Yes, sir. 
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Mr. Jenkins. Now, let’s go a little further. When you came up to 
see me in the hotel, at that time you hadn't had anything done about 
your stove, isn’t that right? 

Serge: int Back. That is correct, sir. They said they were investi- 
gating it to see what they could do about it. 

Mr. Jenxins. What happened while you were up in the hotel 

talking to me? 

Ser geant Biack. Well, Mr. Dybas met me downstairs in the lobby 
of the hotel, and he asked me what I was up there for, and I told him 
to submit complaints on the construction of my home. He said at that 
time that they were going to take care of things; that it wouldn’t do me 
very much good to go up there and complain; that they had done what 
they were going to ‘do about it. I said, well, that would be up to the 
committee to determine. 

Mr. Jenkins. What happened when you got home, about your 
stove, if anything? 

Sergeant Brack. When I returned home, the Hotpoint men were 
out there trying to do something to the stove. 

Mr. Jenkins. You got kind of sudden service, didn’t you ? 

Sergeant Brack. Yes, sir. 

Mr. Jenkins. What are they going to do about that stove, Sergeant ? 

Sergeant Brack. They said at that time that they would replace 
the burners in it. But as of now they have done nothing to it. 

Mr. Jenxins. They have done nothing, but they said they would 
do something ? 

Sergeant Buacx. Yes, sir. 

Mr. Jenkins. Sergeant, while we are in the kitchen, there, what 
about the drain tile, the creamic tile on your drainboard ? 

Sergeant Biack. The tile in the kitchen there around the sink and 
on the wall is very poor construction. It is commonly known as what 
is called tile stretching. In other words, instead of using the regular 
amount of tile that should be put in there, they have wide spaces In 
between it. Some of it has been chipped and cracked off and built up 
with mastic in there, or whatever they use in it, and is coming loose 
in several places. It pulls loose from the cabinet. 

Around the light switches, the tile has been cracked. It is too big. 
And there is about a half an inch space underneath the window sill 
where tile should have gone all the way to the top. 

Mr. Jenkins. In other words, your tile doesn’t quite reach it, so 
they used this joint material to stretch the tile to reach the window 
sill. 

Sergeant Biack. That is right. 

Mr. Jenxiys. What about that broken piece of trim on the left-hand 
side? 

Sergeant Brack. The broken piece was just filled in with this ma- 
terial which they join it together with; about half an inch gap there. 

Mr. Jenkins. While we are talking about tile, how about the one 
row of tile you have around your bathtub? What about that, Ser- 
geant! 

Sergeant Brack. The tile in the main bathroom, there, has been 
cracked and is coming loose from the wall. Around the edges of the 
tub, the tile has been cracked. Instead of putting a new piece of 
tile in it, they have just taken a small piece and put it back into the 
mastic and let it go at that. 
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Mr. Jenxins. In other words, where the tile dropped out, they put 
mastic in and then shoved the pieces back in there. 

Sergeant Brack. That is correct. 

Mr. Jenxrns. And didn’t put a new piece of tile in. 

Sergeant Biack. That is right. 

Mr. Jenkins. What about your kitchen cabinets, Sergeant / 

Sergeant Buackx. Our kitchen cabinets, when I first occupied that 
home out there—the doors were warped, and everything, and they re- 

laced the doors. They said that was the fault of the cabinetmakers. 
Vell, since those doors have been replaced, they are cracking, and up 
the side of the stove where the built-in electric range is, it is all crack- 
ing and falling apart. Or not falling apart, but cracking—which in 
my opinion is due to unseasoned and green plywood. 

Mr. Jenxins. In addition to that piece by your range or ycur oven, 
how about that bottom door of your cabinet ? 

Sergeant Brack. The bottom door is all cracked and it is kind of 
warping out of place, and the cabinet up over the refrigerator, there, 
on the wall, the partition wall in between the living room and the 
kitchen, was installed, there, and it had approximately a 1-inch crack 
underneath the doors, there. They said, well, they would take care 
of that. So they put a splice in that. One side of the cabinet is 
chipped off. They said, “We can’t do anything about that.” They 
said, “It comes from the cabinet shops that way, and that is all we can 
do about it.” 

Mr. Jenxins. How about the edges to your cabinet door? 

Sergeant Biack. It is very poor workmanship. It is a shop turn- 
out of work. They are chipped and have nicks knocked out of them, 
and it is very noticeable. It 1s very rough work. 

Mr. Jenkins. I think you also have a leak, do you not, in your roof, 
or someplace ¢ 

Sergeant Biack. Well, I had a leak over my kitchen stove, sir. At 
one time they came up and put tile over it, and never did come back 
to repaint it, and everything else. Whether it leaks, I don’t know. 

Mr. Jenkins. So you don't know whether you have a leak. Any- 
way, they haven’t repainted it ? 

Sergeant Brack. That is right. 

Mr. JENKINS. Didn’t they come into your house and renail the cove 
trim on your beam ¢ 

Sergeant Brack. Yes, sir. 

Mr. Jenkins. Tell the committee what they did and what it looks 
like today. 

Sergeant Brack. Well, the molding around the beam in the living 
room there, which extends all the way across the living room into 
the kitchen—the first time they came in—it came loose. "They nailed 
it up, refilled the nailheads, and repainted it. 

Approximately a month and a half later it came loose again. They 

came in and nailed it up and walked out and left it that way. The 
nailheads never have been repainted yet or filled up or anything. 

Mr. Jenkins. They used quite a few nails, too, didn’t “they, 
Sergeant ? 

Sergeant Brack. That is correct, sir. 

Mr. Jenkins. To draw a graphic picture of it, it looks like a red- 
headed peckerwood has been up there pecking at it? 

Sergeant Biack. That is right. 
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Mr. Jenkins. Sergeant, what did they do with your cabinet—your 
china cabinet ? 

Sergeant Brack. Well, when I bought the original home there, 
in the model home up there in the china cabinet they had one com- 
plete piece of wood across there. So when I moved into my home 
they had a brace in one of them down in between, and I told them 
that I did not want that brace in there; that I wanted it just like 
the model home; that that is what I bought and that is what I wanted. 
Well, they told me they couldn’t do anything about it. They had 
decided to leave that brace in there. 

But at a later date, approximately 2 months after I had moved into 
that home, or 214 months, they came in and took out the brace and 
ut in approximately a 4-inch strip of wood across there. They just 
eft the nail holes unputtied and left it unpainted. It has been that 
way until this date. 

Mr. Jenkins. A piece of raw lumber there in your china cabinet 
in your living room hasn’t been painted and has been installed how 
long ? 

Sergeant Biack. Approximately 3 months. 

Mr. Jenkins. Sergeant, what about your front picture window? 
What is odd about that, if anything? 

Sergeant Biack. My front picture window in the bedroom there— 
the glass is stained. It is not stained so bad that you cannot see out 
of it, but it is stained. It is either waterstained or has chemical 
stains or some other stains. I don’t know which. They have tried 
to take that off of there. Mr. Dybas has tried to take it off. I asked 
them if they were going to replace them and I never did get an answer 
from them. So as of now they are still that way. 

Mr. Jenkins. In other words, that plate glass in that picture win- 
dow is imperfect and your vision is bothered by trying to look out 
through it. 

Sergeant Brack. That is correct, sir. 

Mr. Jenxtns. Also, I will ask you if it doesn’t look bad from the 
front when you have your venetian blind up. 

Sergeant Brack. That is right. 

Mr. Jenkins. In your opinion, you think it should be replaced, 
don’t you? 

Sergeant Brack. I do, sir. 

Mr. Jenkins. What about your front door, Sergeant? Does it fit 
properly ? 

Sergeant Brack. No, sir; it doesn’t. When I first moved into that 
home, the door was warped. It was anywhere from a half an inch to 
an inch difference from the bottom to the top, up to the door facing. 
Well, they corrected that. Around the bottom and around the edge 
there is clearance in there. You can see daylight through the whole 
thing. When it rains or the wind blows, dirt and water come in 
around it. And at the bottom of the door at the foreplate, there is a 
crack wide enough that you can hold a newspaper up and stick it 
through it. 

Mr. Jenkins. That is what I did when I was in your house, didn’t I? 

Sergeant Brack. That is correct, sir. 

Mr. Jenkins. So your house, your glass sliding panel, and your 
front door—would you say they are weather resistant and weather 
proof ? 
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Sergeant Brack. No, sir. 

Mr. Jenxins. Sergeant, was it in your house that you have a badly 
bowed wall in your back bedroom ? 

Sergeant Biacx. That is right. 

Mr. Jenxins. The wall that is against the hall there has a very 
noticeably bowed stud, doesn’t it ? 

Sergeant Brack. That is correct, sir. ed 

Mr. Jenkins. Do you have any popping of nails in your house? 

Sergeant Buack. Yes, sir. 

Mr. Jenkins. Have you ever measured the distance between the 
nails that are actually in this sheet rock ¢ 

Sergeant Back. Between 18 and 20 inches, sir. 

Mr. Jenkins. That is on the vertical ? 

Sergeant Brack. Yes, sir. 

Mr. Jenkins. Have you ever measured them on the ceiling? 

Sergeant Brack. No, sir. 

Mr. Jenkins. Sergeant, do you know what the specifications are 
about the spacing of those nails? 

Sergeant Buack. Offhand I don’t, but I would say approximately 
6 to 8 inches, or 12 inches. 

Mr. Jenkins. Well, for your information I will tell you that the 
facing of the nails on the walls should be 8 inches on center, and the 
ceiling 6 inches on center. Do you have that in your house? 

Sergeant Brack. No, sir. 

Mr. JenKINs. Sergeant, are you having any trouble with nails 
coming up underneath your linoleum in your kitchen ? 

Sergeant Brack. Yes, sir. 

Mr. Jenkins. Your kitchen floor is laid on plywood; isn’t that 
correct ? 

Sergeant Buack. That is correct. 

Mr. Jenkins. And then you have a linoleum finish. 

Sergeant Brack. That is right. 

Mr. Jenkins. These nails are constantly coming up and pushing up 
and making indentations in the linoleum; isn’t that correct ? 

Sergeant Biack. That is correct, sir. 

Mr. JENKINS. Have you had them nailed down or redriven your- 
self ? 

Sergeant Biacx. No, sir, I haven’t in my home. In several homes 
they have. 

Mr. Jenkrns. You visited several of the homes with me, and we 
have been in some of the houses where they have been redriven and 
they have come back up again; isn’t that correct ? 

Sergeant Brack. Yes, sir. 

Mr. Jenkins. Do you know what is causing this? 

Sergeant Brack. Well, my own personal opinion is—I may be 
wrong, but my personal opinion is that there was green plywood, 
green material, to start with, and it was during the fall of the year 
in the rainier season when these homes were constructed out there, 
and some of them went ahead, the linoleum was laid down, and then 
when these homes began to dry out, the people beginning to live there, 
the nails started popping out. 

Mr. Jenkins. Have you seen any of the nails that started popping 
out, or heard about them ? 

Sergeant Biack. Yes, sir. 
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Mr. Jenkins. Are they common nails, or treated nails? 

een Buiack. To the best of my knowledge, they are common 
nails. 

Mr. Jenkins. Sergeant, have you ever talked to Mr. Tisher about 
these complaints ¢ 

Sergeant Biack. Yes, sir, I have; about my own complaints. 

Mr. Jenxrns. Did he promise he would fix anything? 

Sergeant Brack. Sir, approximately in the middle of June, some- 
where along in June there, I contacted Mr. Tisher out at the Sierra 
Gardens office out there. And I talked to him. He took down the 
list of complaints and said that he would be out that night to see what 
could be done about it. To this date I haven’t seen him since. 

Mr. Jenkins. A long night. 

Sergeant Buiack. Yes, sir. 

Mr. Jenkins. Sergeant, how many houses are in Woods Park? 
Sergeant Brack. Approximately 46, sir, to the best of my knowl- 
edge. 

Mr. Jenkins. And that is located in Atwater, Calif., isn’t it? 
Sergeant Biackx. That is right, sir. 

Mr. Jenkins. Near the airbase? 

Sergeant Biack. Yes, sir. 

Mr. Jenkins. And a bunch of you fellows that are in the active 
Air Force live in these houses ? 

Sergeant Brack. That is correct, sir. I would say approximately 
40 percent of the people living in those houses are Air Force per- 
sonnel. 

Mr. Jenxrns. And did you fellows, when you bought this, know 
about Sierra Gardens at the time you bought in Woods Park ? 
Sergeant Buack. We knew about it, but we didn’t know about the 
difficulties they were having there; or I didn’t, anyway. 

Mr. Jenkins. Were there any improv ements in your tract out there 
that you veterans were promised, such as playgrounds or anything 
like that ? 

Sergeant Buack. To the best of my knowledge; no, sir. 

Mr. Jenkins. What are some of the other defects in your house, 
Sergeant, that we haven’t mentioned? Wasn’t there something about 
your shower ¢ 

Sergeant Biackx. The tile and the shower, to my opinion, are im- 
properly installed. They said that was all they non do about it. 
It is uneven, and the gr out that is in it always keeps coming out. And 
in my opinion, in time to come it will be leaking just like several 
other showers that are leaking around some of these other houses. 
And the linoleum laid in there was poor workmanship. Around the 
doors the linoleum is haphazard in the spaces between it and the 
door facing. And the linoleum that comes up against the shower 
door is all falling away from that. And in my opinion water will 
come under that, and we will just have to replace the linoleum. 

Mr. Jenkins. What about the fit of your door to the shower stall? 
Sergeant Biack. When I first moved into the home, when you 
would take a shower, there, water would just splash out on both sides 
of the door. I asked them if they weren't supposed to put some kind 
of a rubber gasket in there, and they said, No, that if the tile had been 
even and installed properly, with mastic in there, those doors would 
not leak. Ata later date, 1 kept complaining about it, and they came 
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out and put some kind of mastic in behind the plates, which tempo- 
rarily stopped the leaking of the water. 

Mr. Jenxins. That is a kind of a light cream or light yellow tile, 
you have, isn’t it ? 

Sergeant Brack. It is all yellow and green, sir. 

Mr. Jenkins. What color was this mastic they came out and put in 
there? 

Sergeant Brack. It was kind of between a gray and a white, sir. 

Mr. Jenkins. Is it more gray, or more white / 

Sergeant Brack. More gray. 

Mr. Jenkins. It is kind of dark looking. It makes a dirty-looking 
streak, doesn’t it ? 

Sergeant Buack. That is right, sir. 

Mr. Jenxins. Can you think of any other ons when we looked in 
your house, that we haven’t covered, Sergeant? The big items? 

Sergeant Biackx. There is one thing about the roof. In my opinion, 
they were poorly constructed. The water drains down the opposite 
direction from your a which drains out into the backyard and 
the corners of the houses. I don’t know what the specifications are for 
the roofs on these homes out there, but the biggest part of them—you 
have your felt on them, and a certain number of layers of paper on 
there. And then you have a coating of tar on it. Well, the biggest 
percentage of the roofs that I have looked at—they have had their 
coat of tar on there, and it cooled off. They just laid the gravel on 
there, and it is not fastened to the roof. And whenever it rains, a lot 
of it comes right down into the gutters. Or it comes down into your 
gutter along the edges of the house, which closes it up, and your tile 
washes dow1 n, and when it does rain water just goes to the side of it 
instead of down the drain. 

Mr. Jenkins. In other words, when that gravel was put on those 
een that tar was not in what we call a tacky condition, so that the 

-avel adhered to it. 

Sergeant Biack. That is correct, sir. 

Mr. JENKtNS. So you can go up there with a bucket and throw some 
gravel on, and you have the same thing you got when you moved in. 

Sergeant Biack. That is right, sir. 

Mr. Jenkins. Didn’t they go up and do that? 

Sergeant Brack. I saneleniod about my house, about the roof up 
there, ‘and they said they would send somebody out to fix it. So they 
came out and scattered a few buckets of gravel here and there and 
said it was completed. 

Mr. Jenkins. Now, Sergeant, we know in these houses in your area 
and with your neighbors there, each house has a difference in their 
complaints, minor ‘this and minor that. But do you know of your 
own knowledge of any other major items that we haven’t covered in 
your house that exists with some of your other neighbors? 

Sergeant Brack. That is right. 

Mr. Jenkins. And those short pieces don’t make the proper con- 
nection. They are a little bit different in length and height and thick- 
ness, and so you get a bad-looking joint at every place. 

Sergeant Brack. That is correct, sir. 

Mr. JENKINS. Now, what else do we have, Sergeant, that you can 
think of in general ? 
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Sergeant Brack. Well, you have patios and sidewalks that are 
cracked. 

Mr. Jenkins. You are having the same trouble over there with 
your patios that the Sierra Gardens people testified about ? 

Sergeant Brack. They are cracking; same thing, sir. 

Mr. Jenxrns. Do you know the thickness of that concrete out there 
in those patios ? 

Sergeant Brack. Well, sir, some of them that I have seen, I would 
say, are anywhere from 21% to 4 inches. 

Mr. Jenxtns. They are not consistent, are they, Sergeant! 
Sergeant Biack. No, sir. 

Mr. Jenkins. Now, what other items than the patios or the drive- 
ways? 

Sergeant Brack. Well, there have been some complaints about 
roofs leaking and garages leaking. And also the beams in the homes. 
There are a lot of beams that run through the center of the homes, 
through the living rooms, into the kitchens, and a few of them that I 
have seen have as wide as anywhere from a half to an inch crack in 
them. 

Mr. JenKins. We looked at one house where the beam was checked 
very badly, didn’t we, Sergeant ? 

Sergeant Biack. That is right, sir. 

Mr. Jenkins. Don’t you think that beam should be boxed in and 
finished off, so that it makes that living room look halfway decent? 

Sergeant Brack. Well, in one home there, sir, the front porch was 
brought to my attention. It had dropped down 2 inches from the 
house, just sunk down into the ground approximately 2 inches. And 
this is just conversation I received from the sergeant who lives there: 
They said that they couldn’t do anything about it; that it was a mishap 
or a misfortune. 

Mr. Jenkins. Now you are talking about this front porch. That 
is a concrete stepup and a concrete entrance, isn’t it? 

Sergeant Biackx. That is correct, sir. 

Mr. Jenkins. Then this concrete evidently was not tied in to the 
house and it is just settling down away from the house. 

Sergeant Biack. It settled approximately 2 inches from the house 
right down. 

Mr. Jenkins. Any other of those major items? 

Sergeant Brack. It was my understanding—correct me if I am 
wrong—that the grade of lumber used in these houses in the basic 
construction should have been grade 3 or better. Is that correct? 
Mr. Jenkins. Looking at the specifications, we see No. 1 in several 
places, and then we do see No. 3; yes, sir. 

Sergeant Brack. Well, in a lot of your outside work, around the 
saves of the house, and one thing and another, 2 by 4’s, and what 
have you, in my opinion, it wouldn’t even make good scrap lumber. 
It is full of knots, busted, and in some instances you can see where 
boards have been encircled with pencil or crayon. I don’t know 
whether that meant to cut it off there or what, but they went ahead 
and installed it like that. ; 

Mr. Jenkins. Those houses out there have this wide facer board. 
They are more or less flat houses. 
Sergeant Brack. That is correct, sir. 
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Mr. Jenxrns. Isn’t it true that this facer board consists in many 
cases of a lot of yg pieces ¢ 

Sergeant Brack. I do. 

Mr. Epmonpson. Would you identify that house ¢ 

Sergeant Brack. The house is at 2731 Third Street. 

Mr. Jenkins. Can you think of any others, Sergeant 

Sergeant Brack. Well, sir, the biggest complaint I have seen and 
heard out there is that the basic construction of those homes is good, 
but it is just the finish work which is of poor workmanship. And I 
think what has got most people dissatisfied out there is that the con- 
tractor or their representative have promised the people if they would 
go ahead and move into those homes, the small items and things that 
needed to be completed would be completed in a short time. 

I don’t know what they call a short time. I moved into my home 
on April 6, 1955, and from that date they have never been completed, 
those small items. 

Mr. Jenkins. Then wen they do go in to fix something, they don’t 
complete it; isn’t that true? 

Sergeant Biack. That is right. They will come around and work 
for a while, and then they go, and that is it. The last time they 
worked on my home was in June, and they said they would complete 
it. They had the paint contractor in there. He went in and painted 
1 bedroom. And they went in and out 4 times before they got 1 bed- 
room painted. Then the contractor, the foreman of the p: ainting con- 
tractor, told the painter to retexture the ceiling in the living reom. 
At that time they walked out and they haven’t been back since. 

Mr. Jenkins. Any more of those major items, Sergeant ? 

Sergeant Brack. I believe that is all I have right now, sir. 

Mr. Jenkins. Well, we don’t expect you to cover them all; just 
the main items. 

I would like to ask you this one thing again. You stated that these 
complaints have from time to time been brought to the attention of 
the builder and/or his representative. 

Sergeant Brack. That is correct, sir. 

Mr. Jenkins. And they have not been brought to the Veterans’ 
Administration’s atention in San Francisco ¢ 

Sergeant Brack. To the best of my knowledge, they have not, sir 
I don’t know. 

Mr. Enmonpson. We want each person who is here with you, now, 
Sergeant, to have his name and addres entered for the record. And 
any “of them who have something substantial to add to what you have 
testified to, we would like to hear from. 

I wonder if we couldn’t start with the gentleman over at the left, 
here, the far left, and have his name and address for the record at 
this time. 


STATEMENT OF JOHN A. WASHBURN, ATWATER, CALIF. 


Mr. Wasuevrn. It is John A. Washburn, 2401 Third Street, in 
Atwater. 

I have a peculiar problem at my home. The streets have been 
graded down, and there is an accumulation of water in the front of 
my home, from the people watering their grass and things like that. 
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The water comes above the curb and washes up onto the sidewalk in 
front of my home. This is a health hazard, in my estimation, because 
it is breeding mosquitos. I asked the contractor what he was going 
to do about it, and he said there was nothing he could do about it; 
that it was up to the man who was building the project in back of us 
to get the street in so that the water could drain off. 

I don’t believe that that is a very healthy thing. Once we just 
got together and dug a ditch out in the back and let the water drain 
off. Now it has ruined that street. And as I understand it, we paid 
for the improvements to go in, in that tract, and those streets will 
have to be resurfaced, again, if not immediately, in the near future. 
And as I understand it, the town will resurface it, and it will be added 
to our taxes. So therefore we are paying for something twice that 
we shouldn’t have to pay for. 

Mr. Epmonpson. Has that been called to the VA’s attention ? 

Mr. Wasueurn. Yes; the gentleman was out to look at that condi- 
tion when he was on his inspection tour. 

Mr. Epmonpson. Are you speaking now of Mr. Jenkins from our 
staff ¢ 

Mr. Wasueurn. That is right. And Congressman Sisk. They 
were both out there and looked at it. 

Mr. Epmonpson. Well, while they do exchange information and 
assist each other, Mr. Jenkins is not connected with the personnel of 
the Veterans’ Administration. He is a member of the congressional 
staff. 

Mr. Wasusurn. I see. 

Mr. Epmonpbson. So you have not relayed the information direct to 
the Veterans’ Administration, then ? 

Mr. WasHusurn. No; that is correct. I called the board of health 
about it, and they came out and said that they couldn’t do anything 
about it; that the contractor would have to do something to eliminate 
the water problem. He immediately pushed it off on, I believe, Mr. 
Loring, who was developing in back of us, there, and he said it was up 
to Mr. Loring to get the street in in a hurry so that the water problem 
wouldn’t exist. 

Now, when the rainy season comes, we will be flooded out. 

Mr. Epmonpson. I see. 

Mr. Wasueurn. Another thing I would like to bring up is the fact 
that I have been living in my home for over 5 months, and I have been 
paying this $2 a day rental. Recently I went on a TDY, and I called 
up the agent and told him I was going TDY, and didn’t know how 
long I was going to be gone, and he better come up and close. Up 
until that time I was asking all the time when we were going to close. 
It was costing me money to live there, and if I was going to pay money 
I wanted to get it through. They said the papers weren’t through. 
Finally, when I called him up, I told him he better get out there. 
He said he would see what he could do. And strangely enough, he 
was out there in 2 days with all the papers made up and everything 
else, and we closed that night. 

Now, I paid $300 to those people for no reason whatsoever, And 
that $300 could have been on the mortgage of my home. And I don’t 
feel that that is fair. I feel that they were delaying it just a little 
bit on purpose to make a profit. 
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Mr. Epmonpson. Well, was any reason given to you for a 5-month 
delay in preparing the papers? 

Mr. Wasusurn. The only reason was that my papers were never 
ready. Before I moved in, the VA had approved my application for a 
loan, and the mortgage company had approved the fact that they 
would lend me money to buy a home. 

Mr. EpmMonpson. And this was the agent of the builder who told you 
that the papers just weren’t ready ? 

Mr. Wasueurn. Right. 

Mr. Epmonpson. Can we have the next witness now on your left? 


STATEMENT OF T. SGT. D. L. BLAIR, ATWATER, CALIF. 


Mr. Brarr. T. Sgt. D. L. Blair. My address is 1101 Redwood. 

I have a very few complaints. It seems as though most of my com- 
plaints have been previously taken care of. 

To give an example, I have 4 coats of paint on my living-room walls, 
and 2 layers of linoleum in my kitchen. 

But they have replaced a couple of doors in the house that are 
warped. <A thin layer of plywood that covers the doorframe had 
warped, and I requested that they be replaced—which they were. 
They replaced three of them. And on the day that I came up to the 
hotel to see Mr. Jenkins, they finally got around to staining those 
doors. And I looked them over yesterday, and those doors had begun 
to warp again. 

I noticed on a lot of these houses there the evaporative coolers. I 
don’t think anybody else has brought them up. But the way the 
coolers are fastened to the house, the drain from the cooler is in the 
bottom. And the pipe that runs from the cooler to the hole in the 
roof—the water runs through there—on one house, the number of 
which I can’t give, there is a raise. In other words, the pipe runs 
uphill about 10 inches. And it is impossible for the water to drain 
out of that cooler. 

They have come by and fixed some of those earlier this summer. 

That is about all I have. 

Mr. Epmonpson. Could we have the next witness, please ? 





STATEMENT OF M. SGT. JOHN J. MUSTOVICH, ATWATER, CALIF. 


Sergeant Musrovicn. My name is M. Sgt. John J. Mustovich. I 
live at 2371 Third Street. 

Most of my complaints have been covered by Master Sergeant 
Black. The only one I can think of is that where my living room 
meets the garage, there is a 90-degree angle, and the water collects 
there off the roof and drains right through the garage. It was said 
that they were going to put up a drain there, but nothing has been 
done about it. That was a few months back, when the rainy season 
was still in. 

And the other fact is just mostly nails popping all over the walls 
and the ceilings. We have had quite a few of those. 

That is the majority of my problem, sir. 

Mr. Epmonpson. May we have the next witness, please / 

68299—55——11 
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STATEMENT OF S. SGT. IRVING J. BLEIMAN, ATWATER, CALIF. 


Sergeant Bierman. My name is S. Sgt. Irving J. Bleiman. I live 
at 2311 Linden Street. 

My complaints on the house are pretty much identical with every- 
body else’s. However, myself and my neighbor, Sergeant Mays, who 
lives next door to me, have got a particular complaint that doesn’t 
deal with the house itself, which I would like to question the com- 
mittee on. 

When I negotiated to buy my property in April—correction ; that 
was in May—lI was told that the irrigation ditch, which belongs to 
the MID, in front of my property, would be taken out in the coming 
future, and that a new area would be put over there and that they 
were going to build schools, or stuff like that. But that is really not 
the point. The point is that they had taken, not to my knowledge at 
that time, 12 feet of my property on the front line. And in the rear 
line I have a 5-foot easement way which I gave the city, but they 
have taken this property in order to put a street in there for the city 
of Atwater. 

And when I questioned, after I had found out about it—when I 
questioned them, they said that that was a temporary structure, that 
the curbs and sidewalks that were in there were of a temporary nature. 
And when the ditch was removed, in time, the sidewalks and the curb- 
ing would be relocated and the property returned to the house buyers. 

I approached the city council before signing my deed and asked 
them, with the impression that this would be returned to me, if, as, 
and when that was done, and I would be required to pay the cost of it 
for relocation of sidewalks and curbing. 

After 2 meetings, which were 2 weeks apart, 1 of which they had 
to have time to check on what I was talking about, they came up with 
the deal that the sidewalks and curbing were of a permanent nature, 
would not be relocated, and, above all, if they ever were, it would 
be of no cost to me. 

When I approached Mr. Friedland, who is Mr. Tisher’s representa- 
tive, the party who sold me the house, he told me that that was what 
the city had told him. And I have a letter here from the city of 
Atwater. which he erroneously quoted to suit their purpose. 

One of the many recommendations that was given to the Atwater 
Planning Commission by Homer Jergeson, who is city engineer, on 
November 30, was that a temporary sidewalk and curb and gutter 
can be of macadam plant mix, which can easily be removed later; 
and that this, upon no further use to the city, would be removed. 

The city of Atwater informed me at that time that they had mis- 
quoted the letter, when they told me this land was going to come back 
to me, and that it was permanent. 

Anyway, when I told them I was going to the VA and check on 
this, that is, when I told that to the contractor, they informed. me at 
that time that they could tear the house down, they could do what 
they wanted, and that I had no right to complain about this property. 

What I am wondering about is that they gave this land to the city 
before I ever moved in, and then they turn around, with no cut in 
price or anything—my house still runs $11,200—they feel that that 
makes no difference, that they conveyed that property and we are 
just stuck with it. Our taxes are still the same. They say that they 
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can do nothing about it. The city says that they won't do anything 
about it. 

What we were more or less wondering is: Can they, on the original 
map that they file, where it is shown to be square, take that land away, 
give it to the city, and then ask you to sign it, which we did, when 
we conveyed the property ? 

Mr. Epmonpson. Did I understand you to say that this matter had 
been brought to the attention of the Veterans’ Administration ? 

Sergeant Bierman. At one time I brought it to the attention of the 
Veterans’ Administration, along with some other gripes that I had 
down here in Merced, and he prepared a letter for me to go forward 
to some other—some organization that dealt with licenses or some- 
thing like that. And one was dealing with the fence, and a bunch 
of other small things, that they had taken care of. And I didn’t feel 
at that time that that letter should go forward, since some of it the 
contractor had taken care of, in my house. So the letter was held 
up by me. 

Mr. EpmMonnson. How many lots are involved in this? 

Sergeant Bierman. Two lots that I know of. However, I believe 
there is a small part on two others. 

Mr. Epmonpson. How many square feet in all would you say were 
involved? How much square footage less did you get than you fig- 
ured you were going to get when you contracted to buy this? 

Sergeant Berman. Well, let me explain something on that, sir, first. 
The land was already taken out of my property at the time I ne- 
gotiated to buy this. 

Mr. Epmonpson. But you thought on the basis of this letter that 
the city was going to return part of that to you; is that it? 

Sergeant Bierman. Not on the basis of this letter. On the basis 
of what the contractor’s salesman informed me. This letter I ac- 
quired from the city of Atwater, when they finally showed me what 
it was that they had actually sent to the Atwater Planning Com- 
mission. 

Mr. Epmonpson. I am afraid that your problem is a little bit too 
technical legally to give a curbstone opinion here. I wouldn’t want 
to personally give any opinion on your legal rights in the situation 
without examining documents pretty carefully and inquiring into your 
State laws and your ordinances regarding acquisition of property. 

There may be some other member of the committee a little more 
audacious than I am on an answer to that question, but I wouldn’t 
undertake to answer it. Iam sorry that I can’t. 

But I would say that it might well be a matter for discussion with 
an attorney, and certainly it is a matter which we will pursue with 
the Veterans’ Administration on the question of the CVR’s in this 
case. 

Sergeant Bierman. What I was getting at on my question was: 
When they sold the property to me, there, on the original map there 
was a straight line. However, now there is a curve. The price, 
had that property not been taken out, would have still remained the 
same as it is now. 

Mr. Sisx. Mr. Chairman, I would just like to say to the Sergeant 
that the only comment I could make at the present time is that cer- 
tainly I would like to question the VA apraisers—and we will when 
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the opportunity presents itself, which it will very shortly—with ref- 
erence to the approved price, that is, the aeee on that particular 
pay: Because as to whether or not the VA appraiser himself 

new that this property was to be in this kind of shape and whether 
or not that was taken into consideration when the original appraisal 
was made with reference to the value of the lot—I would say that that, 
it looks to me, is the best thing at the present time. And then cer- 
tainly we will do what we can for you on that. 

Mr. Epmonpson. Mr. Meadows has also told us that the loan guar- 
anty attorney will review the file on that case and see if there is some 
legal remedy from the standpoint of the VA. 

Sergeant Bierman. Thank you. 


STATEMENT OF MARTIN E. RYAN, ATWATER, CALIF. 


Mr. Ryan. My name is Martin E. Ryan. I live at 2375 Linden 
Street in Atwater. 

I think Sergeant Black has brought up most of the complaints that 
I will have. I don’t recall anyone mentioning the joints in the sheet 
rock in the ceiling. Mine are quite rough, and it is quite noticeable 
when you look across. 

And outside of that, that is the only complaint I have that would 
possibly be new. 

Mr. Epmonpson. Are there any questions by members of the com- 
mittee of any of these witnesses ? 

Mr. Weaver, do you have any questions? 

Mr. Weaver. No; I do not have any more. 

Mr. Epmonpson. Mr. Sisk, do you have any questions of any of 
the witnesses ? 

Mr. Sisk. No. I would simply like to commend the men for taking 
the time off to come down today. 

I appreciate your coming in and the excellent manner in which you 
have presented your complaints here today. 

Mr. Epmonpson. We will move on to the next group of witnesses. 

Mr. Callahan and the group that is with him from can Homes. 

Do you folks have a spokesman? Mr. Callahan, would you lead 
off by giving us your name and your address and something of the 
details concerning the project that you are going to testify about, and 
the builders? 


STATEMENT OF R. 0. CALLAHAN, ATWATER, CALIF. 


Mr. Catnanan. Tam R.O. Callahan. I live at 1973 Liberty Street 
in Atwater. 

We live in what is known as the Cornet Homes in Atwater. The 
developer of this is Mr. Jack C. Collins. 

The real-estate agent is Clyde J. Loring, Jr. 

The original contractor was Mr. Conow and Mr. Stewart. 

Mr. Epmonpson. Would you give their full names, if you have 
them ? 

Mr. Catianan, I don’t have those names. 

Mr. Epmonpson. Would it be Joseph Conow, C-o-n-o-w ? 

Mr. Catuanan. Right. 

Mr. Epmonpson. And Jack Stewart? 
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Mr. CaLnaAHan. Jack Stewart, that is correct. Right. 


- Mr. Epmonpson. Both of them Merced ¢ 

- Mr. Catnanan. To my knowledge, they are at Merced. 

if Mr. Gibson, who now has some connection with these homes—the 

3 exact connection I am not sure of; I can’t seem to get the accurate 

ul information as to who exactly has the responsibility of carrying on 

t, the discrepancies in this area. 

a At the outset, I would like to say that I, as well as many of the other 
homeowners there, feel that the difficulties we are having could have 

F been alleviated had proper VA and/or FHA inspection been accom- 

” plished on these homes. We feel that there was no negligence there 
on the part of those people who approved these homes. 

Actually, the home that we moved into was completed—I never saw 
the inspector. We were told before the house was ever completed 
that this house had already been approved by the VA, and that we 

a could move in just as soon as it was completed. 


Mr. Jenkins. Could I interrupt there? Would you tell the com- 

a mittee first of all how many homes are out there in this Collins 

et |  2ddition? Os 

——. Mr. Catianan. There are 20 homes occupied at the present time. 
. Chere are 10 more nearing completion, which are not occupied. 

ld Mr. JENKINS. So it is a total of 30 homes, with 20 of them completed 
» and 10 of them in various stages of completion ? 

Mr. Catuanan,. That is correct. 


- Mr. Jenkins. Now, Mr. Callahan, in order that the committee may 
understand this, this is not similar to the Woods Pack and the Sierra 
Gardens, in that those two are known as VA projects? This is an 
¢ | FHA-inspected project; isn’t it? 
. : Mr. Catianan. To the best of my knowledge it is both VA and 
oo. FHA. | ’ / 
& oF Mrs. Stirr (Mrs. William C. Stitt, 1864 Herman Street, Atwater, 
» Calif.). No; just VA. 
7 Mr. CatLanan. I stand corrected, then. 
by » — Mr. Jenkins Are you sure of that? Do you know the name of the 
a inspector ? 
aa Mrs. Srirr. Ido. 
he _ Mr. Epmonpson. Would you state your name, if you have firsthand 
a information ? 
Mrs. Strrr. My name is Mrs. Stitt, and I live at 1864 Herman Street, 
Atwater. The inspector was a Mr. Higby, of the Veterans’ Adminis- 
tration. 
Mr. Epmonpson. Go ahead, Mr. Callahan, with the complaints con- 
net cerning it, and we may come back to the question of inspection. 
Mr. CatiaHANn. At the time, shortly after we moved into our home, 
‘he [  wetried to get something done to correct the formica. There was no 
edging or abrasing of the formica around the stove. Consequently, it 
has warped. 
I called it to the attention of the contractor’s superintendent at the 
ive time, and I was informed that they would not do anything for that, 


that I could do it myself, put my own stripping in their to keep this 
formica from warping, which it has at the present time. The bottom 
part is approximately a quarter of an inch out of line in spots. 

We have many nails protruding throughout the house. These nails 
mainly have recently become noticed. We have a crack running all 





heeteee ee aie, nnn eee, is ei et Ae ot Pai a ete 6 on ih = 


a i a ao 7 




























1366 IRREGULARITIES IN LOAN PROGRAM IN CALIFORNIA 


the way across our garage, which has appeared within the past several 
weeks. 

Shortly after we moved into our home, in the latter part of Decem- 
ber, we noted that the curtains around the windows would blow from 
the wind coming in from the windows as much as 6 inches out. We 
called this to the attention of the superintendent, a Mr. Ferguson. 

It seems that when the casement windows were put down into the 
mortar, they were not put down farenough. Asa result, we have from 
one- eighth of an inch to a quarter of an inch difference between where 
the window comes and our window sills. So all the air between your 
partitions comes in and blows in. 

Mr. Ferguson informed me that they could do nothing about that, 
but he suggested that I, on my own, take some sort of rubber stripping 
to put in there and patch it up myself. To date, that has never been 
corrected. 

I was told by the real-estate agent at the time I was discussing this 
home that there would be a paved street in this housing project. To- 
day we have one-half of what I feel and believe is an oil street. Just 
one-half. It is oil. 

We called the people in, after much haggling with them. They 
finally got a plumber in to bolt the commodes to the floor. 

The plumber finally came in. He bolted just half of each commode 
to the floor, either the front part or the back part; I don’t recall which. 
And within the last 3 weeks we had a water leak in one of the com- 
modes, and obviously the seal has broken, because the work was not 
done properly to begin with. 

Mr. Jenkins. Are those about the main items? 

Mr. Catxanan. I have one major item that I wanted to bring up 
last. I have a very sagging roof. 

Possibly the reason for this sagging roof is that the structure con- 
tains just exactly half of what my neighbors’ garage roofs contain. 
There is one definite break, what appears to be a definite break, of 
approximately an inch, over and above the general sagging that comes 
down. 

Now, I have gotten nothing but the runaround from the various 
eople involved in this project in the way of getting it corrected. 
Vhen it was first called to their attention, they did come out and put 
in 1-by-6 so-called braces, supposedly to keep it from getting any 
worse. And they told my wife it was all fixed and taken care of and 
not to worry or do anything about it. 

Since then I have gotten no cooperation. No one will admit the 
responsibility of having to do this work any more. 

Mr. Collins told me that he was no longer connected with this 
project; that he absolutely had nothing to do with it at all; that I 
should go to a Mr. Gibson of the lumber company. Mr. Gibson in- 
formed me that he did not have anything to do with it, but he had 
done some work on one of those roofs and he wasn’t sticking his chin 
out again. 

So .oday my roof is still sagging, and no one will take the respon- 
sibility of fixing it up. 

That pretty well covers my complaints. 

Mr. Jenxrns. Mr. Callahan, about this roof, to stay on that for a 
minute, you told the committee that it had approximately half the 
amount of materials that your neighbors had. 
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Mr. CaLLAHAN. That is correct. 

Mr. JENKINS. You mean the roof rafters are spaced wider and you 
have less bracing ¢ 

Mr. Cauuanan. I have exactly half—of your crossbeams, they are 
32 inches, I presume, instead of 68 inches, as my neighbors have. The 
crossbeams and braci ing were put up with nails, instead of, as my 
neighbors’, being put up with the bolting in the middle and all of the 
studding. Some of the members seem to have been scrap, in that they 
just barely reach the side of the wall to come over and set on the 
two-by-fouring. 

Mr. Jenxins. Onto the plate? 

Mr. CaLLanAn. Right. Onto the place. 

Mr. Jenkins. Mr. Callahan, how long have you been in your home? 

Mr. CALLAHAN. Since December 27, 1954. 

Mr. Jenkins. Were you one of the first ones that moved in? 

Mr. CaLLaHAN, I was. 

Mr. Jenkins. They have been moving in, then, since December, 
up until how long ago, was it, that the last house was occupied ? 

Mr. CaLLanan. This one particular project—the 20 houses were 
completed some 4 months ago, roughly, or 5 months ago. 

Mr. JENKINS. You bought this house through C. J. Loring, Jr., 
didn’t you? 

Mr. Catuanan. That is correct. 

Mr. Jenkins. Who signed as the seller on your property ? 

Mr. CautuaHAn. I believe at the time—I am not sure of this, but 
I believe it was Mr. Collins. I could be wrong in that, however. 

Mr. Jenkins. Where did Cornet Homes, Inc., come into this 
picture ? 

Mr. CaLiaHANn. They were the construction company putting those 
homes up. 

Mr. JeNKrns. Who is the Cornet Homes, Inc. ? 

Mr. CaLtuAHan. To my knowledge, it originally was, or is yet, a 
Mr. Conow and a Mr. Stewart. 

Mr. JENKINS. Now, when you go to Mr. Conow about your com- 
plaints, what do you get? 

Mr. CaLuAnANn. I was told by Mr. Collins to contact Mr. Gibson. 
Mr. Gibson, the first time I called him, said that he would get in touch 
with Mr. Collins, the people who were responsible now for taking 
care of those responsibilities. 

Mr. Jenkins. What do you mean by “responsible now”? What is 
that? That is what I want to get before the = sey grt 

Mr. Cattanan. I wish I could tell you. I don’t know. All I get 
is a complete runaround. I can’t pin down who is responsible now for 
making those corrections. 

Mr. Jenkins. Did Mr. Conow ever tell you about the condition 
of Cornet Homes, Inc. ? 

Mr. CaLLaAHaAn. He did not. 

Mr. Jenkins. At the time you bought your home, though, you 
didn’t know anything about Jack Gibson being in the deal, did you / 

Mr. Catianan. I did not. 

Mr. Jenkins. How about Jack Stewart? Did you know about him 
being in the deal ? 

Mr. Catianan. Yes. I understood that he and Mr. Conow were the 
partners in Cornet Homes, Inc. 
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Mr. Jenkins. Mr. Callahan, you have described some of the dis- 
crepancies in your homes, as between yours and your neighbors’, that 
you can’t get corrected, that you don’t know whom to go to to get cor- 
rected. Do any of your neighbors have any additional items other 
than minor items / 

Mr. Catuauan. Yes; Mrs. Stitt, here, appears to have worse prob- 
lems than I had. 


STATEMENT OF MRS. WILLIAM C. STITT, ATWATER, CALIF. 


Mrs. Srrrr. First of all, 1 would like to clarify this. We were VA 
inspected, but we applied and got approval on a 95-percent GI loan 
on FHA. And in filing the commitments for the house, they filed the 
commitment as an existing structure, although we paid our initial 
deposit on September 4, 1954. And to our knowledge, the house was 
not filed as an existing house. 

And there are a few extenuating circumstances to further clarify 
the reason we have not had any repairs since the first part of July. 
At that time we refused them entrance into the house to do more 
repairs, until they would give us some sort of guaranty of repairs, or 
also in case of the future. 

Mr. Jenxrns. Let me ask you, before you get into your complaints, 
there: Whom did you buy your property from, or through ¢ 

Mrs. Srrrr. Mr. C. J. Loring. 

Mr. Jenxins. The same one that Mr. Callahan was referring to? 

Mrs. Srirr. That is right. 

Mr. Jenkins. About your complaints, who have you been talking 
to about them, to get them corrected ? 

Mrs. Srirr. We first went to the foreman, and then from him to the 
real estate man, then to the contractor, and then to the developer. 

Mr. Jenkins. And did you get a runaround similar to what Mr. 
Callahan said ? 

Mrs. Srrrr. At times. And at times we got what looked like full 
cooperation. But it brought us nothing at that time. 

Mr. Jenkins. Now, then, as to the work that they have done, you 
said you wouldn’t let them in your house again. Was that because of 
the way they corrected it? 

Mrs. Srirr. Yes. They spot painted in our house twice. The sec- 
ond time spot painting is done, it is really less acceptable than it was 
the first time. 

Mr. Jenkins. By “spot painting” you mean they came in and re- 
paired a wall, or something? 

Mrs. Srrrr. Yes. 

Mr. Jenxrys. And what color was the wall originally ? 

Mrs. Strrr. In the living room, the walls were a cream color, and 
the first spot painting that was se on appeared to be almost on a tan 
shade. The second time, it blended in better, but it looks like oil spots 
on the wall. 

Mr. Jenkins. So you got a speckled finish, in other words? 

Mrs. Srirr. Yes; throughout the house. 

Mr. Jenxtns. Do you have any major complaints now? Would you 
mention those ? 

Mrs. Srrrr. Our major complaint is on the hardwood floors. The 
model house that they had constructed was of a slab-floor construc- 
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tion, and we were advised and informed that we could have hardwood- 
floor construction at an additional cost of $500. 

Our hardwood floors have shrunk, have. pulled apart, have buckled, 
and are poorly finished. There are what seems to be several reasons 
for that. 

Question 1 is the lack of foundation vents put in the house, and 
that can be checked by the State building code. And we have had 
it checked, and the number that are provided are insufficient. 

Also, the floor man said at the time the floors were laid he told the 
contractor he must use heat in the house to prevent anything like 
that from happening, and the contractor did not use heat. 

Also, on our stucco: About a few weeks after we were in the house, 
it started falling off excessively around a door jamb into the garage. 
The foreman on the job at that time told me that the last coat ‘of 
stucco had never been put on the house. And in subsequent visits 
and inspection by parties involved, the contractor said a hole would 
have to be knocked to determine the thickness of the stucco. 

Specifications require or say seven-eighths. It has been now de- 
termined that we have approximately three- -quarters of an inch of 
stueco. And the stucco finish for a last coat is very poor. 

Mr. Jenxins. Well, now, have you a very rough finish on your 
stucco ¢ 

Mrs. Srirr. It is hard to describe. It does not appear to be a 
finished coat of stucco. 

Mr. Jenkins. Is yours like Mr. Callahan’s? 

Mrs. Srrrr. No. 

Mr. Jenxins. Is his a smooth finish ? 

Mrs. Srrrr. No. His is a rough texture. 

Mr. Jenxins. What was yours supposed to be; smooth finish ? 

Mrs. Stirr. There was no stipulation made, but it is in the ap- 
pearance of the finished coat. 

Mr. Jenkins. Go ahead. 

Mrs. Srirr. And we also have a badly cracked front porch. They 
believe it to be a contraction crack. Now they have agreed to fix a 
lot of these things, but if they do tix the floors, we must vacate at our 
own expense. They will move our things into the garage. They will 
not guarantee any care of those things at the time they are in the 
garage. And we must vacate for approximately 1 week. 

And on this damage to the front porch, to repair this crack, they 
will repair it, but it will be at our risk, if they do repair it. And we 
feel it is a bad crack. 

It started in April as a hairline crack, and it has gotten worse and 
is wider. Also, we have excessive buckling of shingles. And the cause 
of that, as has been more or less determined, is due to shingles being 
laid on green sheathing and nailed only to a single board. And they 
have agreed to renail those shingles. But if that will correct the 
condition, we don’t know. 

Also, in the matter of downspouts, the model house has five. We 
have three. And that is a question, of course. In the specifications, 
the specifications do call for three. But we do not feel that the three 
are adequate. And there is the model house as such. 

Also a discrepancy between our house and the model house is espe- 
cially the trim on the bathroom fixtures and in the kitchen. We also 
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have the problem of nails working up in the linoleum, which they 
have agreed to fix. 

And as I say—I need to clarify that—there are certain things 
that they have agreed to fix, certain things at our own expense, to 
vacate or at our own risk, if we do agree to fix those. 

Mr. Epmonpson. To nail one thing down, now, who made the agree- 
ment to fix these things if you would agree to vacate? 

Mrs. Srirr. It is through the contractor making the repairs. 

Mr. Epmonpson. What individual have you talked to and had that 
agreement from? 

Mrs. Srrrr. Since the final and unofficial inspection that we had 
made, between the two parties involved, I talked to the contractor, 
Mr. Conow, and to Mr. Jack Gibson. 

Mr. Epmonpson. And Mr. Conow and Mr. Gibson are both parties 
to that agreement, then, with you? 

Mrs. Stirr. Well, we did not come to a full agreement, because 
we do not feel that we should vacate the house. 

Mr. Epmonpson. They are parties to the offer. 

Mrs. Srirr. To the offer, yes. 

Mr. Jenkins. One more thing for the record, so that we will get 
it straight. Now, you say your house was VA inspected. 

Mrs. Stirr. That is right. 

Mr. Jenxrns. And what type of loan do you have? 

Mrs. Srirr. Ninety-five percent FHA; and we moved into our 
house approximately on the 15th of March. 

Mr. Epmonpson. Do I understand you have taken this up with 
FHA, and that they have told you it is a VA inspection ? 

Mrs. Stirr. Yes; we have written tothe FHA. We had an answer 
back from the San Francisco office of the FHA saying that our house 
had been filed as an existing house; so under those circumstances 
they had no authority to reinspect. We have no guaranty once we 
sign our papers. 

Mr. Epmonpson. Then you state that when it was filed as an existing 
house it was not actually an existing house? 

Mrs. Srrrr. I do not know when they filed their commitment. 

Mr. Epaonpson. Well, I had understood you earlier to say that 
it was filed as an existing house and was not an existing house. Did 
I misunderstand you? 

Mrs. Srrirr. We made a deposit on September 4. It was not an 
existing house then. But we agreed to purchase the proposed con- 
struction. I understand that is perfectly legal. It is all right to do 
it that way. But we were not made aware of the fact that it was an 
existing house. 

When the appraiser was there and made the appraisal, he asked 
whether I wanted him to note the condition of the stucco or the con- 
dition of the floors and such things as the interior paint, and I told 
him no, it was not necessary, because they had guaranteed that they 
would take care of those things. So no notations were made on the 
appraisal. The appraisal went through. 

Mr. Stsx. Mr. Chairman. 

Mr. Epmonpson. Mr. Sisk? 

Mr. Sisk. With reference to this particular case, of course, as you 
understand, since it is a loan guaranteed by the FHA, the VA, of 
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course, will not be in a position to do anything—I am speaking now 
of the VA housing authority—but I can assure you that I will take 
it up with the FHA people. And, of course, as you understand, 
this committee is a Veterans’ Affairs Committee, the Subcommittee 
on Housing of the Veterans’ Affairs Committee. But I will take 
this particular case up with FHA. 

Now, I qeliaice that this tract was FHA approved and VA 
approved also, and although your home was inspected by a VA in- 
spector you actually financed through FHA with FHA money; is 
that correct ? 

Mrs. Sritr. That is right; yes. 

Mr. Sisk. There is one question I still don’t quite get clear. Maybe 
T wasn’t listening closely enough. As I understand, as to whether or 
not it was or was not an existing home, you actually purchased a lot, 
and you were the first occupant of this home? 

Mrs. Srirr. That is right. 

Mr. Sisk. And you picked out a lot? 

Mrs. Srirr. That is right. 

Mr. Sisk. And then the builder went in and built this home on a 
lot ? 

Mrs. Srrrr. That is right. 

Mr. Sisk. But FHA has treated it as an existing home? 

Mrs. Stirr. That is right. 

Mr. Sisk. Oh, that comes through a confusion in inspection, then, 
because the FHA does not normally inspect VA inspection on a case 
of this kind. I think that would be correct. So that was their reason, 
probably, for listing it as an existing home. That was to get around 
a policy which FHA has. 

Mrs. Srirr. As I say, I understand it is entirely legal. 

Mr. Sisk. Yes; that would be right. 

So I can assure you we are happy to hear your testimony and to 
gain as much light on this as possible, but in this particular case I 
will see what can be done through FHA, I will assure you, and we 
will see if we can’t work something out on that. Because, of course 
the VA authorities have no authority to act as an agent, since they 
are not the insuring authority. 

Mrs. Srirr. That is the question I had put to Mr. Jenkins, and he 
was of the opinion that it could be taken care of. 

Mr. Epmonpson. We will hear from the next witness, then. 


STATEMENT OF CAPT. EUGENE A. LaMAR, MERCED, CALIF. 


Captain LaMar. My name is Capt. Eugene A, LaMar, 1904 Herman 
Street. 

I think maybe I can clarify the status of Mr. Gibson in this. 

Originally Cornet Homes was made up of Mr. Conow. The sub- 
divider was Mr. Collins. Mr. Gibson was brought into the show when 
Cornet Homes had started to go bankrupt. So some of the people 
who had a large sum of money invested and had high hopes of getting 
a small portion of their money out took over the directorship of Cor- 
net Homes. 

That is my understanding of where Mr. Gibson comes into this act. 

As for my own house, I seem to have had as much success as any- 
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body has had in getting repairs made to the house. I have got the 
run: around—and that is to put it mildly—from everybody, shifting 
the buck, passing the blame, and nobody is willing to face up to the 
fact that they are responsible for anything. Mr. Conow, who is the 
contractor, blames the subcontractors. The subcontractors blame Mr. 
Conow. They told him what would happen, and he disregarded their 
advice. 

When this corporation was taken over into a type of receivership by 
the people who were owed the large sums of money, Mr. Gibson and 
the gentleman from Fresno, who put in the air- -conditioners, ‘ame 
around, they agreed that- they would do certain things. They have 
fairly well carried out their agreement with me, with the exception of 
a few items. 

Where the subcontractor was at fault the subcontractor has come in 
and corrected it. But things like construction of the roof—mine hap- 
pens to be the house where the attempt was made to repair the roof 
from the sag. And it is a botched-up, haphazard, piecemeal type of 
construction, 

A VA inspector came around at a later date, acting strictly as an 
arbitrator. He said that he would take a look and see what should 
or should not be done. 

And he looked around through my house—he also looked through 
Mrs. Stitt’s house—he turned to Mr. Conow and informed him that 
he knew very well what should be done to that house and what should 
not be done, and why didn’t he stop stalling and get it corrected ? 

They guaranteed me that it would be done. 

My chief complaints, which are still existing, are the fact that the 
guttering around my house does not cover everywhere the water drains 
off the roof. My room in the garage is still sagging. 

It seems that when Mr. Conow had his house built, there was a 
spare window left over for a back door. Iam the proud owner of that 
window, which didn’t quite fit in my back door properly. 

Also, I have linoleum which has nails coming out of it. It is to 
the point where it is about to tear a hole in my linoleum. Since it 
happens to come under Mr. Conow, that is why it hasn’t been fixed. 

Along those same lines, as to the attitude of the builders, I would 
like to bring that out. Cornet Homes, as I came to understand it, 
is sort of a family proposition. It seems to be made up of Mr. Conow, 
his brother-in-law, Mr. Ferguson, Mr. Ferguson’s son, and various 
members of the family. As a matter of fact, the cleanup woman is 
some relative of Mr. Conow’s. She gets $15 for cleaning up a house 
which isn’t cleaned. It is a nice arrangement to make 15 bucks in a 
big hurry. 

“Also, along those same lines, I asked to see Mr. Conow, and Mr. 
Conow was in his office and refused to see me. His brother-in-law, 
Mr. Ferguson, saw me though. He informed me that I had signed 
for the house and what was I worrying about? I had looked the house 
over. Since it didn’t pass inspection, what did I sign it for? 

I said granted I signed it on the acceptance part, yes; but I wa 
working on the 1-year guaranty now. How about him living = 
to that? 

I was informed at a later date that I had better stop pushing Mr. 
Conow, because he was a big man. I had better not push my luck. 
I resented that very strongly. 
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Also along the same lines, Mr. Ferguson told me, “What are you 
worrying about?” I was told I would only be here for a few years 
and I could unload it on someone else. 

That is all I have. 

Mr. Jenkins. Who was this inspector that you had this conver- 
sation with, with, Mr. Conow? 

Captain LaMar. Mr. Higby. 

Mr. Jenkins. Mr. Higby is the VA fee inspector? 

Captain LaMar. That is correct. He told Mr. Conow to tie my 
garage roof into the main part of my house. And it hasn’t been done 
properly. 

Mr. Jenkins. One other question I would like to ask you on that, 
Captain. This rough framing in your roof—do you consider that 
they stopped the spreading, or ‘whatever they were trying to stop? 

C aptain LaMar. Sir, that roof is sagging more. They put jacks 
under it and braced it up. Then it broke loose again. They put more 
bracing in. They have driven wedges into it. They have done every- 
thing they can, And the point I would like to clarify is: After the 
VA inspector was in there, and Mr. Gibson promised me he would do 
all he could, it seems we were going full tilt toward getting construc- 
tion made, and then all of a sudden : somebody pulled the stops out, 

Mr. Jenxins. Now, about this corporate entity, you said something 
about Cornet Homes, Inc., being on the verge of bankruptcy. Do you 
understand that they have made an assignment for their major 
a a i 

Captain LaMar. I don’t know what arrangement has been made 
on that. I can understand the creditors’ point of view. After all, 
they have attempted, as I understand it, to assist Mr. Conow in the 
completion of their house. After all, I can see where they want 
more than 15 cents on the dollar. 

Mr. Jenxins. In other words, Mr. Conow is not really running 
the project now. The creditors are; is that it? 

Captain LaMar. Well, from what I understand, my understanding 
is that the creditors attempted to run it, but too many of the creditors 
demanded too much be done to make the project right. So, Mr. 
Conow is sort of dipping his oar back into it a little bit, sir. 

Mr. Jenkins. That is one reason why you get the run: around, is it? 
You have too many cooks in the deal? 

Captain LaMar. Well, I can say, to trace the parentage of Cornet 
Homes is a rather difficult thing, sir. There are so many “people pass- 
ing the buck and so many people that all of a sudden come out as the 
big man with all the authority, and when he leaves it turns out he 
wasn’t. 

Mr. Epmonpson, The next witness ¢ 


STATEMENT OF M. SGT. ALFONS J. MATLOSZ, MERCED, CALIF. 


Sergeant Matiosz. My name is M. Set. Alfons J. Matlosz. I live 
at 1946 Herman. 

We moved into our home in, I would say, around the 28th of March 
of this year. And my chief complaints are on the hardwood flooring 
and the type of fixtures that we have installed, these sinks and 
lavatories. 
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I do think, though, that they are of an inferior grade. They are 
steel backed. And we have had quite a bit of experience with the 
sink in our kitchen chipping frequently. We just drop a cup in 
there, and the thing will chip. 

Now, I understand that most of the homes in the project have cast- 
iron sinks and lavatories, whereas ours has the steel, procelain covered, 
which makes it a little bit weaker, and I would say inferior, in my 
estimation. 

Now, the hardwood flooring is warping and cracking and buckling. 
And the numerous complaints that were offered by Captain LaMar 
and Mrs. Stitt are almost similar to mine. I won’t go over them. But 
I haven’t, until just recently, as a matter of fact this morning, sub- 
mitted my latest list of discrepancies that I found in the home. Pre- 
viously, we made a complaint on the front door. Now, this is the 
gimmick. This front door was warped. We had at least half an inch 
of freeway there, with dirt and everything else to come in, and we 
told the man and told him, about it. 

The carpenter came over with a brandnew door and proceeded to 
install it, and in the process of shaping it, he shaped too much. So 
he took the new door back, because it wouldn’t fit, and reinstalled the 
old one back on again and installed a little weather stripping, and 
that was it. 

Well, we made a complaint on the hardwood flooring previously, and 
the man came over. The floorman came over, and he filled the cracks 
in with a little of this wood putty and sanded it off and polished it. 
And by golly, about 2 weeks later, here we go again. It is just as bad 
as it was, if not worse than it was previously. 

Of course, we expect that to happen from now on. At the rate it is 
going, I am afraid all the hardwood floors in the house will have to 
be done over again. 

And, well, our linoleum is buckling in the bathroom and the kitchen. 
The floors are creaking all over. I have given that list of discrepancies 
to Mr. Gibson this morning. And I will wait and see just what action 
is being taken on that situation. 

Mr. Epmonpson. Sergeant, have you ever called these things to the 
VA’s attention ? 

Sergeant Mariosz. No, sir, I haven’t. I guess it was just at a most 
inopportune time when all this was going on. I was on TDY once 
and on furlough the next time. 

Mr. Epmonpson. I hope each of you who does have a VA loan will 
take note of the request of Mr. Corbitt that you make known your 
complaints to him by letter direct to him in San Francisco. 

Sergeant Martiosz. Yes, sir. 

Mr. Epmonsson. And the committee would like to be supplied 
with any details, with a copy of the communication that you send to 
him, giving specific details at length regarding your negotiations 
with the builder concerning them, 

Mr. Jenxrns. This is a sergeant, here, who has a complaint about 
another subdivision located out near the airport. 

Would you identify yourself ? 
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STATEMENT OF SGT. JERRY DALY, MERCED, CALIF. 


Sergeant Daty. I am Sergeant Daly. I live at 1552 West 10th 
Street. 

Mr. Jenkins. Describe your subdivision, the number of houses, 
Sergeant. 

Sergeant Day. Originally, there were about 18 houses, later about 
15 more. It was originally built by Conow Builders, Inc., who later 
changed their name to Cornet Builders. 

Mr. Jenkins. What is the name of the project you actually live in? 

Sergeant Day. There is no actual name, as I know of. It is just 
a subdivision built within the city limits. 

Mr. Jenkins. Was your house inspected by VA, and did you have 
a VA loan? 

Sergeant Daty. I do not have a VA loan. I have an FHA loan. 
But at the time I bought it, I was told it had been approved for either 
GI or FHA;; it didn’t make any difference. The GI loan was a little 
harder to get, take a little longer, and if I went to FHA, I could get 
it right away. 

Mr. Jenkins. So you did go to FHA? 

Sergeant Dary. Right. 

Mr. Jenkins. You see, Mr. Sisk, this is similar to this lady’s com- 
plaint. I thought you would be interested in hearing his complaint, 
because it bordered on a similar deal. 

Mr. Epmonpson. What are the deficiencies on your building? 

Sergeant Dary. The deficiencies? Some of them are minor, and 
some of them go deep in the construction. I have a list here of com- 
plaints from four houses right in the immediate area of mine. The 
majority of them around the baseboard of the house, where the walls 
join the floor. It is impossible to sprinkle your lawns without flood- 
ing your living or bedrooms, and when it rains it comes in the same 
way. 

Mr. Jenkins. Are all those buildings FHA loans? 

Sergeant Daty. Yes; to my knowledge they are. 

Mr. Jenxrns. I wonder if we couldn’t ask you to supply that in- 
formation, then, to Congressman Sisk, to follow up with FHA at 
the same time that he does on Mrs. Stitt? 

Sergeant Dary. I can do that. 

Mr. Sisk. Sergeant, can I ask you: When did you move into your 
home out there? 

Sergeant Dary. In October of 1953. 

Mr. Sisk. In October of 1953, It is approximately 2 years old, then, 
at the present time. 

Sergeant Daty. Yes. 

Mr. Sisk. That project was completed about when? About what 
time? Were you one of the first or one of the last to move in? 

Sergeant Day. I was one of the first to move in. 

Mr. Sisk. You were one of the first. Are there still any homes 
under construction in that particular area, or as a part of this project ? 
In other words, is Cornet Homes doing any construction in that area 
at the present time? 

Sergeant Day. I think they are through with the construction. I 
think they just finished 15 homes over behind there. 

Mr. Stsx. That is all. 
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Sergeant Dary. I would like to bring out that, as with these other 
gentlemen, this house was guaranteed for a year. I have made roughly 
something like 18 trips to Mr. Conow to repair these faults in the 
house. I have got nothing but a runaround. I have heard him talking 
in the back office and asked his secretary if he was there, and she im- 
plied no, he was not. 

Mr. Sisk. Was the house completed when you moved in? Or at 
what time was it completed ? 

Sergeant Day. They just finished it as I moved in. 

Mr. Sisk. When was the final inspection? Do you know when the 
final inspection was made? 

Sergeant Day. I never knew of one being made. 

Mr. Sisk. You don’t know when there was a final inspection made ? 

Sergeant Dany. No. 

Mr. Sisk. Did you purchase it as an existing house, or did you 
purchase it as a house to be built 

Sergeant Day. I purchased it as a house to be built. I put in my 
downpayment a good month and a half before the house was completed. 

Mr. Sisk. No inspector ever contacted you at all, then? You were 
never aware of it ever being inspected ? 

Sergeant Dary. No; I wasn’t. 

Mr. EpmMonpson. Did you have something, Captain, that you wanted 
to add? 

Captain LaMar. Yes,sir. I understand you are having these people 
here this afternoon. I would like to know what constitutes ¢ Seach 
of contract on a 1-year guaranty, if possible. I mean you say a house 
is guaranteed for 1 year. I am curious to know what is a breach of 
that. Maybe you could tell me. 

Mr. Epmonpson. I would say, on that, that I would want to see 
your written guaranty, Captain, before I would give any legal opinion 
on that. 

Starr Drrecror. But with regard to the guaranty and the law, 
you should have this understanding. The law requires a warranty— 
I assume that is what you are referring to—that the builder furnish 
the buyer a warranty either under FHA or VA. 

Captain LaMar. Yes, sir. 

Srarr Director. The warranty is that the house is constructed pur- 
suant to plans and specifications. Now, you will have to recognize 
that there is a difference between an actual proved deviation from 
the approved plans and specifications and a problem relating to the 
degree of workmanship. 

An example would be this: A room has been painted. In the opinion 
of you, perhaps, there has not been a workmanlike job; but you can- 
not show that the specifications have been violated. There is a distinc- 
tion between workmanship and the specifications. 

The warranty covers compliance with the approved plans and 
specifications only. 

Captain LaMar. Right, sir. Well, what I am referring to is a 
garage, where there is actually a broken beam in it, which, because of 
faulty workmanship, surely is covered by that warranty. 

Srarr Director. The wording of the warranty, as it appears in the 
act, refers to compliance to the minimum plans and specifications, and 
in any steps you take you must relate your complaint directly to plans 
and specifications rather than workmanship. 
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Captain LaMar. Right. I asked Mr. Conow for a set of these spec- 
ifications for a Seadeeda floor house, and I was informed it was none 
of my business what the specifications were. 

Mr. Epmonpson. Captain, I am going to get back into this act, 
because Mr. Meadows may have given you a very good statement as to 
what amounted to a breach of warranty from the standpoint of the 
VA, while it may not, be a good statement of what your rights would 
be for a lawsuit for a breach of contract. Those are two entirely dif- 
ferent matters, and I am sure he didn’t want to leave the impression 
with you that you might not have a lawsuit for a very poor piece of 
painting on your house. 

Captain LaMar. Right, sir. 

Mr. Epmonpson. So that is something I would suggest really should 
be taken up with an attorney. 

Captain LaMar. Right, sir. Well, what I was wondering: Are 
we supposed to be supplied with a list of the specifications “of the 
house upon request ? 

Srarr Drrecror. The requirement is that you be permitted to see 
these specifications. The requirement or the regulation is that if you 
make arrangements with the manager or the “Joan- guaranty oflicer 
of the appropriate VA regional office, if you will let them know that 
you wish to see or examine » the approved plans and specifications, they 
are required to, at a mutually convenient time, arrange for the display 
and examination of these plans and specifications. 'T “here is no regula- 
tion or law which requires that each homeowner be furnished a set of 
plans and specifications. 

Captain LaMar. Right, sir. 

Mr. Epmonpson. You have never been able to see your plans and 
specifications 

Captain LaMar. Quite honestly, I don’t believe there is a set of 
specifications for a hardwood house. I believe it was for a slab 
house, and the hardwood was sort of ad libbed in, to be quite honest 
about it, because nobody has been able to produce for me a set of 
specifications. The only specifications which have ever been brought 
around were brought to Mrs. Stitt. And they are for a slab-floored 
house. I have yet to see a set of specifications for a hardwood-floor 
house. 

Srarr Director. You would be in order, Captain, to address a 
letter to the Veterans’ Administration and pose specific questions con- 
cerning specifications or arrange to examine the plans and specifica- 
tions, either one. 

Captain LaMar. Thank you. 

Mr. Epmonpson. The committee will stand in recess until 2: 15. 

(Whereupon, at 12:45 p. m., a recess was taken until 2:15 p. m.) 


AFTERNOON SESSION 


(The hearing was reconvened at 2:30 p. m., subsequent to recess.) 
Mr. Epmonpson. The subcommittee will come to order. 
Is Mr. Mulry here? 


Will you come forward, please, sir? 
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STATEMENT OF EDWARD J. MULRY, SAN JOSE, CALIF. 


Mr. Murry. I want to thank you gentlemen for the opportuinty of 
addressing you here. It is something we have fought long and hard 
for, fora jong time. 

Mr. Epmonpson. You are very welcome, sir. Let us have your full 
name and address. 

Mr. Murry. Edward J. Mulry, 1474 Santa Paula, San Jose. 

First of all, Mr. Chairman, I would like to break my statement into 
two sections; that part that applies to the home that we ourselves 
bought, and the other, to the general conditions existing in the area 
in and around San Jose and Santa Clara. Iam positive it will be of 
information to the committee. 

Now, to begin with, I have correspondence here to substantiate 
every claim that I will make, every statement that I will make. 

I wasn’t aware of the method of operation of your committee. 
Otherwise, I would have brought more detailed information on other 
tracts. Iam afraid in that respect it will have to be just hearsay. 
But all the complaints that we hope to list will be based on viola- 
tions of the minimum requirements of the FHA. And it is my under- 
standing that the Veterans’ Administration has adopted this as a basis 
for standards of construction. 

Now, we won't go into the items of workmanship or minor details. 
This is just with regard to violations of this code and the State unified 
building code. 

Mr. Epmonpson. May I ask you, Mr. Mulry, if your house is part 
of a development ¢ 

Mr. Munry. Yes. 

Mr. Epmonpson. Will you identify the development and the builder, 
please ¢ 

Mr. Mutry. The Rosemary Village tract. The builders—Sam 
Ladato, his two sons, Joseph and Frank. They were at that time 
doing business—— 

Mr. EpmMonpson. How do you spell that? 

Mr. Murry. L-a-d-a-t-o. 

Mr. Epmonpson. All right, sir. 

Mr. Murry. They were “at that time doing business as the Western 
Construction & Realty Co. They are now “engaged in the develop- 
ment of a tract known as the Argonaut Place in Saratoga. 

Now, to begin with, we paid $1 1,975 for our home. It is one of the 
conventional California flattops, slab floor, with a radiant-heat sys- 
tem in the slab. 

We bought the home in November 1952. Within the first 3 months 
after we had moved in, we noticed irregularities in the surface of the 
slab. These irregularities later proved to be trowel marks and faulty 
finishing of the surface. 

We compl: ined to the builder, received nothing but evasions and 
that sort of thing; so I filed a formal complaint with the Veterans’ 
Administration and the FHA. Now, this was after one trip to the 
Veterans’ Administration office in San Francisco. 

They at the time told me that I should file a formal complaint. I 
filed the complaint. I have copies here. 
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Shortly thereafter, a Mr. McKenzie, an inspector from the FHA, 
came out. At the time, he told us that we had a justifiable and serious 
complaint and that he would contact the builder and see what. repairs 
and corrections would be made. 

A week after filing the complaint, I went to the FHA office in San 
Francisco and asked to see whether or not the plans and specifications 
for that home were available. I wanted to see just what the require- 
ments consisted of for that slab. I was told there that they were de- 
stroyed; furthermore, they were none of my damn business. 

Well, I went back. That was my first disillusionment with the 
FHA. 

I went back, and things went along for about 4 or 5 months. I 

‘called Mr. McKenzie, and he again came out to the house. He told 
me that he had been unable to locate the Lodatos. 

I will correct that. That was about 6 months after the first com- 
plaint. 

Mr. Epmonpson. Was this a combination VA and FHA develop- 
ment ? 

Mr. Motry. It was a GI loan, but because of the fact that there 
were both FHA homes and VA homes on the tract, all the inspection 
was supposed to have been done by the FHA, and the Veterans’ Ad- 
ministration accepted their reports. 

The next time Mr. McKenzie of the FHA came out he told us that 
he had been unable to locate the builders. 

Pardon me. Prior to that the builder had made one offer, to repair 
the surface of the slab. He offered to sand the present asphalt tile 
and lay new tile on that. 

Well, to me that didn’t sound feasible at the time, but in order to 
give him the benefit of the doubt I contacted an engineer with the 
Armstrong Cork & Tile Co., of San Francisco. They told me, because 
of the fact that the asphalt tile would only support 13 pounds per 
square inch, if we put another tile on top we would be left with 7 
pounds per square inch, and when the floor was heated we would leave 
footprints. Well, that, of course, eliminated that. 

Then Mr. McKenzie was out once or twice after that. But the 
one point I want to stress to this committee is the fact that Mr. Me- 
Kenzie’s concern wasn’t over the condition of that slab. His prin- 
cipal and prime interest was what we intended to do to the builder. 
And I'll develop that point as we go on—in some wonderful, shining 
examples. 

Well, in February of 1953—now, this was over a year later—no; 
wait a minute; I have got my dates back, here. 

In February of 1953, I began to notice wet spots on the floor. At 
first the wife blamed the baby, but the baby’s pants were dry and 
the floor was wet. So we were at a loss. 

We came to the conclusion that apparently this radiant heat system 
was leaking. So we called the Arrow Co., the subcontractors that had 
installed the radiant heat system, and they put pressure tests on these 
lines. 

Now, this heating system was composed of eight independent cir- 
cuits or tubing circuits from the one main surface, or main manifold. 
At the time, they showed three circuits that would not hold even city 
water pressure. 
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So the Arrow people broke a hole into the slab. They discovered 
that the reinforcing and the tubing were actually in the ground. 
Now, according to the minimum requirements of the FHA, these 
slab floors on adobe soil, and especially those with radiant heat, re- 
quire a 4-inch clean washed gravel, crushed rock, or cinder bed under 
that slab; then separated by a waterproof membrane. This water- 
proof membrane consists of rolled felt with hot asphalt mop between. 
We have in the area what is known as a red rock fill. That is appar- 
ently a very low grade of shale with about a 75 percent mixture of 
adobe. 

Now, in every cracked slab that I have seen in Santa Clara County, 
that condition exists. I have yet to see one with crushed rock or clean 
washed gravel. That is the first major violation. 

According to the blueprints—and I will say I swiped this from the 
Arrow Co.; it was without their approval or their aes This 
is part of the original plans and specifications. Now, to date that 
is all I have to go by. But the original blueprint called for a thermo- 
coil tubing. Tt seems as though during the Korean war copper be- 
came scarce and the FHA, or the Veterans’ Administration, approved 
this thermocoil. It is a steel tubing with a plastic coating. The type 
of tubing we have in that house is the cheapest grade of cold-drawn 
steel tubing. 

That is another major violation, in my estimation. 

Well, we filed a second complaint with the Veterans’ Administra- 
tion and the FHA. Again, McKenzie was sent out. Again he told us 
we had a justifiable and serious complaint. 

We went on for a while, I think it was perhaps 4 months. We got 
hold of McKenzie again. This time we read the riot act. It had then 
been almost a year ‘and a half that we had been de -aling with these 
complaints. 

It was then that Mr. McKenzie told us that he had never filed our 
first report; that he had always been under the impression that the 
builder was going to do something. And in his statement to us, “Until 
that builder refuses, there isn’t anything that FHA or the Veterans’ 
Administration can do.” At that rate, that builder could refuse for 20 
years, and we would still be stuck. 

Well, in the meantime, we retained an attorney, and he proceeded 
to file suit against the builder. 

Now, this went on for another 6 months. In the meantime, we 
were corresponding with people here in the San Francisco office, people 
in Washington. I have correspondence here from everybody from 
Mr. Norman C. Mason on down. 

But then we were informed, by the FHA office in San Francisco, 
that insofar as we had instituted civil action, there was nothing that 
they could do. They failed to answer why there was nothing that they 
had done or would do during that first year and a half that “complaint 
was on file. 

During this time, we also found out that there was another com- 
plaint—— 

Mr. Epmonpson. Hold it just a minute. I will have to repeat an 
announcement that we made this morning: That the rules of the 
House of Representatives do not permit the taking of pictures in the 
course of the hearing. There will be a recess period here, I imagine, 
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in about an hour and 15 minutes, or an hour and 30 minutes, when 
pictures may be taken. But we are forbidden by the rules to permit it. 

Go ahead, Mr. Mulry. 

Mr. Mctry. In November of 1953, Mr. Sarles and Mr. Morrow— 
and I am glad to see Mr. Sarles in the audience—came out to the house 
and saw for themselves. And according to the statement the wife, 
Mrs. Mulry, gave me, Mr. Sarles made the statement when he saw 
water coming up in the hole—in the meantime, we still have this hole 
in the dining room floor. They broke in to check the heating system. 
Mr. Sarles made the statement, “You people can’t possibly live here 
this winter. Something has to be done about this immediately.” 

We are still living there. 

Here are some snapshots of the hole in the dining room floor. 

Now, during the winter, when the ground becomes soaked outside— 
and as I said before, we are on perhaps the worst type of adobe soil— 
the water leaking from the tubes of the heating system comes up in 
this hole. And there have been times when I have bailed as much as 
25 gallons of water out of that hole in a period of 24 hours. 

Now, we again wrote to Mr. Norman C. Mason—no. This may be 
more or less a humorous sidelight. On a weekend in last January, we 
had 4 days of very heavy rains, vand I think we perhaps got more water 
in the hole over those 3 or 4 days than we ever had at any time prior. 
So this Sunday night, as I was bailing, the wife was getting madder 
and madder. And she doesn’t come by the name McGee for nothing. 
“So help me,” she says, “tomorrow morning I’m calling Ike.” 

Monday morning she sent a person-to-person phone call through to 
President Eisenhower. She swears up and down she got him. He told 
her, after she had explained the situation to him, that he would notify 
the Federal Housing Administration, and the thing would be looked 
into, 

We got a letter from Mr. Norman C. Mason stating that he would 
investigate the case. 

Now, the second phase—and perhaps my most serious complaint— 
is the lies, evasions, and absolute falsehoods that went back to those 
people in Washington. I have documentary evidence here to prove 
that. 

It is my contention—and I think that I have sufficient proof to 
make a statement to that effect—that there is an obvious collusive 
relation between the builders, the Santa Clara Contractors and Build- 

Association, and the Veterans’ Administration and FHA. I will 
base that complaint on the fact that when complaints are received 
by the Veterans’ Administration and the FHA, the first move or 
action that those people take is to confuse these home buyers, and 
after a period anywhere from 6 to 18 months of bickering and con- 
fusion by the 3 parties, then the people are willing to accept anything, 
and they usually do. 

Now, in all the complaints that the wife and I have investigated— 
and we have contacted well over 300 people in that area; as I said 
before, every one of these complaints is of a critical structural na- 
ture—not one of those tracts that has ever been repaired has been 
repaired to meet these minimum requirements, and there never has 
been any permanent repairs made to our knowledge. 

Mr. Sigman, here, will cite his tract as an example. Those people 
have been citing it for a good number of months. Even today there 
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are home in that tract, when the Veterans’ Administration had openly, 
in the papers, said that they would see to it that those homes are 
corrected properly, where they have never yet done it, and if I could 
only get this committee to move into the Santa Clara area I would 
willingly give my right arm. In fact, when I saw these servicemen 
in here this morning, I could get enough people, I felt, from Moffatt 
Field alone to keep the committee busy for 3 days—not veterans, but 
people that are still in uniform. There is 1 tract of 45 homes, Linda 
Terrace in Sunnyvale, where they have a settling factor in their 
homes. According to the FHA requirements for footings on adobe 
soil, they are supposed to have a continuous supporting wall under 
all interior and exterior loads. 

Now, the method of construction that they use in that area is 
concrete piles or pillars, with a standard footing that they would use 
on normal soil. Well, as this outside foundation raises, as this adobe 
becomes wet, it sets up a sag in the center of the home. Then, as the 
outside goes down, the center will come up in dry weather. 

Now, in this 1 tract alone there are 45 homes with very serious 
distortions of walls, cracks, and Mr. Sigman will produce pictures 
to show you his as a shining example. 

I had a telephone conversation last night with a Mr. Bailey and 
a Lieutenant Newpower, where the suggestion by a Mr. Talbot, of 
the Veterans’ Administration, was that “they come in and flood the 
area under that house to raise the pillars. He failed to tell those 
people what was going to happen when those pillars dried out again. 
They would either do that or shim it. They had their choice. But, 
at the same time, they would have to sign a statement that they would 
be satisfied with the corrective measures taken. 

I will just cite two pieces of correspondence here as an example 
of the lies and falsehoods that went back to the people in Washington 
from the San Francisco office. 

Would you care to read this or would you prefer me to? 

Mr. Epmonpson. If you want to pass it up here, we will look it 
over. 

Mr. Mutry. There is a statement, or a letter, from a Mr. Ralph 
Stone, the Veterans’ Administration, Washington, D. C. There is 
also a statement from our attorney. 

Mr. Epmonpson. This letter, dated August 17, 1955, stating that 
the builder offered to correct certain construction deficiencies, or to 
refund to you the full purchase price of the house, plus $525 », for 
improvements made by you, less rental for the period during which 
you have occupied the property—was such an offer made to you? 
Mr. Murry. Well, they have the attorney’s statement there to cover 
that. 

Mr. EpmMonpson. This attorney’s statement is based entirely on your 
statement to the attorney, though, and doesn’t relate to any nego- 
tiations. 

Mr. Murry. And the first attorney that we had—the reason we dis- 
charged him was on Mr. Sarles’ advise. When he made this offer to 
rescind this contract, there was no provision made to relieve me of 
liability under GI loan. There was no provision made for him can- 
celing out that original deed of trust. And that was the basis that 
we refused it on. 
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Mr. Epmonpson. I think you were certainly justified in doing that, 
under those circumstances. 

Mr. Murry. And now the FHA quotes me as refusing their offer. 
But the point that Iam stressing is that they failed to go far enough. 

Now, as to the repairs 

Mr. Epmonpson. Your statement that the VA letter is full of false- 
hoods—actually, then, you would modify that to say it did not go far 
enough in its statement of the facts? 

Mr. Mutry. I will go into that other phase, too. 

Mr. Epmonpson. The letter, here, from Mr. Stone does not state that 
they have positive knowledge that this offer was made to you. It 
states that they had been advised that such’an offer had been made 
to you. 

Mr. Mutry. Yes. —t the point that I am stressing is the people 
that advised them in San Francisco advised them wrongly ; the reports 
that apparently went in that were responsible for that letter were 
obviously wrong. Otherwise, in the nature of the letter from Mr. 
McNamee, the attorney, it would absolutely contradict that. 

Mr. Epmonpson. Well, Mr. McNamee’s letter is based entirely on 
your statement to him and not on anything of his own. 

Mr. Murry. Give them that [handing]. 

Here is the final bill from the first attorney. It will show you, 
there, the offer that they figured they might get. 

Now, they make the statement that there was no monitory loss to 
me. At the time I had roughly in the neighborhood of $126 tied up 
in the house. 

Mr. Epmonpson. This defendant’s offer to compromise for $767—is 
that $767 they were to pay you, or that you were to pay them ?¢ 

Mr. Murry. That was what they were to pay me. Then by the time 
I deducted the attorney’s fees, moving, and everything else, I was 
actually out $200. And there was another discussion with the attor- 
ney. Of course, it is not included there. They also made an agree- 
ment. Or it was tentatively offered, according to the attorney, “that 
we might get it, that they would refund the dow! npayment of $975 plus 
six and a quarter, improvements, but in exchange for that type of 
settlement I would have to pay them $50 additional per month while 
I was in the house. 

Mr. Epmonpson. Well, your attorney’s own statement here—I 
assume by quote “recession” he means rescission of the contract— 
would indicate to me that you were to be relieved of liability on the 
loan, or the contract. 

Mr. Murry. Well, after he had investigated it and apparently con- 

tacted the former attorney, that wasn’t considered. And the way that 
the petitioned suit was drawn up, there was no provision for a rein- 
statement of GI eligibility or the cancellation of that responsibility. 

Mr. Epmonpson. Mr. Mulry, I am going to make a suggestion to 
you. It is fairly apparent to me that you are going to have a volu- 
minous amount of material bearing on this matter. 

Mr. Mutry. That will be the last paperwork that I will refer to. 

Mr. Epmonpson. Well, I am just thinking about the problem that 
we are confronting here of hearing the remainder of the witnesses 
this afternoon and the time that is going to have to be spent with the 
other witnesses. I am going to make the request of you that you 
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prepare a written supplement to the statement that you have already 

given to us, giving such additional details as you w ant to provide, in 

order to make it possible for the other people who are here with you, 

if your wife does want to be heard, and the other gentlemen to be 

heard. I am afraid we are not going to be able to give you any fur- 

ther time at the microphone and hear the other witnesses here this 

afternoon. 

Mr. Murry. There is only one point more that I would like to make, 

Mr. Chairman. 

Mr. Epmonpson. Can you do it in about 2 minutes / 

Mr. Murry. Yes, I think I can. 

Mr. Epmonpson. Go ahead. 

Mr. Murry. The basis of my complaint: As far as our own house 

is concerned, we stopped payments as of August 1. November 1, we 

are moving out. We can't live there this winter. There is no heat. 

If the lending institution forecloses, fine and dandy. We are through. 
But I'll defy anybody, the United States Government, the Veterans’ 
Administration, or any one of them, to ever come after me for a defi- 
ciency judgment. 

Now, it is my contention that the inspection services of the Veterans’ 
Administration and the FHA were strictly to blame in this case. I 
have photographs of other violations of the Uniform Building Code. 
We will disregard them. But if this committee could only make the 
Veterans’ Administration and the Federal Housing Administration 
live up to these minimum requirements, you wouldn’t have complaints 
of this nature. 

Mr. Epmonpson. Well, in answer to that, I can only ‘say that if 
human beings were not carrying out the provisions of those regula- 
tions, I think we might achieve the end that we desire as much as you, 
which is to see that there are no departures from them. 

But we had a situation yesterday in Redding where we discovered 
and found it necessary to discharge an inspector and also an ap- 
praiser because of their failure to carry out these requirements. And 
I am sure that if the evidence develops, as it very apparently will here, 
that there has been a complete failure of the inspector to observe the 
facts in construction and to report them, the VA will take pains to 
replace that inspector. It may already have. I don’t know. But 
that is something that the complete evidence will have to develop and 
something that we will want to hear the VA’s evidence on, also. 

Mr. Mutry. Could we have your committee move into the San 
Jose area? Now, I can promise you faithfully that I can get 20 tracts 
lined up, at least, on the average of anywhere from 10 to 50 to a tract, 

all with serious violations of this code. And it is a situation that 
should be corrected. 

Mr. Epmonpson. I can assure you of this, that if you prepare mate- 
rial for us demonstrating that even the number of people that you 
just mentioned are seriously objecting to what has been done in the 
way of VA service, we certainly will come in there. 

Mr. Munry. Is this Congressman George Miller the chairman of 
your committee ¢ 

Mr. Epmonpson. No, sir. Congressman Teague, of Texas, is chair- 
man of the committee. 

Mr. Mctry. Because I had a communication to Congressman George 
Miller. And that went astray. 
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Mr. Epmonpson. You secure requests for our action by just half 
the number that you mentioned just a minute ago in your testi- 
mony, and there will be people from our committee in that area. 

Mr. Murry. And that is a promise? 

Mr. Epmonpson. That is a promise. 

Mr. Sisk. Mr. Mulry, I want you to know we are not deliberately 
cutting you off on time. I spoke with your Congressman from that 
area, Congressman Gubser, the other day. And of course we already 
had a full day, and I told him at the time it would not be possible 
to hear you at all. Finally, after some time I agreed to give you 15 
minutes, due to the pressure of our time. 

But I do appreciate your coming over, and I realize your problem, 
and certainly it is not a matter of denying you the right to present it, 
but that we find ourselves lacking in time. And I am sure with the 
arrangements arranged by our chairman it will be brought to proper 
attention for consideration. 

Mr. Mutry. I wonder if it would be possible for me to contact this 
Mr. Jenkins after your committee adjourns. 

Mr. Epmonpson. Mr. Jenkins is probably going to have to leave as 
rapidly as we are. I think it might be possible to see him in a recess 
here this afternoon. 

Mr. Mutry. I would sure like to. 

Mr. Epmonpson. Did your wife or this other gentleman wish to 
make some statement here ¢ 

Mr. Motry. This is Mr. Sigman. 

Mr. EpmMonpson. Would you state your full name and address, 
please, Mr. Sigman ? 


STATEMENT OF DWAYNE SIGMAN, SANTA CLARA, CALIF. 


Mr. Sieman. My name is Dwayne Sigman. [I live at 3258 Fowler 
Avenue, Santa Clara. I live in what is known as the Briarwood 
Tract. It consists of over 500 homes. Out of these 500 homes, the 
first two units, which consisted of 165 homes each, had over 130 homes 
each that were having trouble. 

I went to the Veterans’ Administration in San Francisco and talked 
to a woman in the complaint department. She requested that I make 
out a letter to the Veterans’ Administration listing my complaints. 

I went home that night, and my wife and I got up a letter, and I 
showed it to a few of the other fellows around there, and we got hold 
of Senator Jack Thompson. And with his help, we got up a peti- 
tion. He sent the petition, with 39 names, which we felt were suffi- 
cient for some kind of action, to Mr. Gubser in Washington, with a 
copy to the Veterans’ Administration in San Jose. He was sup- 
posed to forward it to San Francisco. 

The next day, in the paper, there came out a statement from Mr. 
Gubser in Washington requesting a probe be asked on the Santa 
Clara Valley, due to the slapdash construction. 

We stated in our petition that there was at least a minimum of 
eight homes in the tract where their sewers were not connected. The 
people lived in these homes for over 2 weeks before they realized that 
the water was backing up underneath the house. One man went down 
to a Mr. Hines, the sales representative for the Bogdanich Building 
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Co., and asked him what he could do about the water underneath his 
house. Mr. Hines says, “Why don’t you drink it?’ 

We went further, and they said ‘that this Mr. Maurice Rankin, 
attorney for the company, termed it ‘ ‘gross exaggeration.” 

The Veterans’ Administrator inspector, Mr. Paul Newland, and 
another associate, made an appointment with the Bogdanich Building 
Co. to come down and inspect our homes on that petition. The Vet- 
erans’ Administration did not contact any one individual on that peti- 
tion as to when that inspection would be. 

I took it upon myself to call the Veterans’ Administration, and I 
talked to Mr. Paul Newland and found out from him on Thursday 
night that the Veterans’ Administration was to be down Friday to 
inspect. I was lucky to obtain, I would say, maybe a dozen people 
to be able to take off from work on Friday to be there when the Vet- 
erans’ Administration inspected. 

Those people that were not home when they came down for their 
inspection didn’t get their houses inspected at that time. 

We have contacted the VA adozen times. I have talked to Mr. Paul 
Newland. I have received from the Bogdanich Building Co. a letter 
requesting me to state in an itemized list all the deficiencies in my 
home. Mr. Paul Newland and the Veterans’ Administration told me 
that if he refused a letter such as that he would throw it right in his 
face. 

We had a special meeting with Mr. Newland in a hotel in San Fran- 
cisco and « “omposed the letter which we sent to the Bogdanich Building 
Co. The Bogdanich Building Co. started to make repairs haphaz- 
ardly. They “did not comply with the minimum property require- 
ments, to my knowledge, due to the fact that a lot of the material that 
should have been supplied with the home was left out. 

I have over 18 inches of gutter that goes from one roof to another 
that has been eliminated. They left out finish work around the side 
of my fireplace, where I could sit in it, in the daytime or the evening, 
and sit down there and see cars go by on the other side of the street. 
My front window at this moment is on the very verge of falling 
completely out. The Veterans’ Administrator inspector, Mr. New- 
land, checked these things and told the Bogdanich Building Co. what 
he had to do. They hired the Bridges Construction Co. to repair 
three homes. At that time they told us—the three people involved— 
that they would have to put a concrete beam under the center of the 
house to support the house. They did it under one house. 

They started taking out sheet rock and they took out, I would say, 
50 percent of the sheet rock of my house. One Friday ‘night when I 
came home my wife and my baby--and the sheet rock was laying on 
the floor. My rugs were not rolled up. “pe furniture was not covered. 
They had scratched my television set. valled Mr. Paul Newland of 
the Veterans’ Administration and ee that an inspector come 
down either the next day or Sunday to see what situation I had to live 
through over the weekend. Nobody came. I called Mr. Gregory 
Vistica of the Bogdanich Building Co. at least a dozen times, Satur- 
day, Saturday night, Sunday morning, and all day Sunday. I finally 
contacted him, after -alling his home, and he called me and tells me 
that he is entitled to some privacy that I have no right, no privilege, 
to contact him at his home, because his wife is pregnant and under a 
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doctor’s care. I told him at that time my wife was pregnant and also 
under a doctor’s care, and I had a hole cut in my living-room floor, 
3 by 3 feet, that my baby could fall down through and break its neck. 
He said there would be somebody that would come down and look at it. 
the curbs and sidewalks that were in there were of a temporary nature. 
should not have to live that way that weekend. They made arrange- 
ments with the Mariani Motel to move us out the foliowing Monday 
night. 

Ve requested the company not to do any more work until we moved, 
that Monday night. That Monday they took our drapes down from 
the living room and threw them on the floor and covered them up 
with dirt. I requested that somebody do something about it, and 
they said it wasn’t their fault. 

We stuck a radio in our cupboards, behind our pots and pans. We 
came back 3 days later, and the radio was on top of my cabinet, which 
they were using. I didn’t mind that so bad. Three oe later I 
found it across the street in somebody else’s house. So I told Mr. 
Gregory Vistica that “My property is mine and not he somebody 
else to use.”. They said, “This won’t happen again,” and all this 
and that and the other, and it would all be covered up. 

There have only been three people that have been moved out of 
their homes during the repairs, and some of them are worse than 
mine, and some are minor. 

I received from the Bogdanich Building Co. a letter with a copy 
of a letter from the Veterans’ Administration, and their letter states 
as follows. This is from Mr. John J. Schroll, Chief, Appraisal Sec- 
tion, under the direction of Duane Y. Sarles. 


GENTLEMEN : This will supplement our letter of March 2— 
This is to the Bogdanich Building Co. 


It is the understanding of the Veterans’ Administration that the Bogdanich 
Building Co. will proceed immediately with the items set out in the letter above 
referred to and in addition will do whatever work is required by the Veterans’ 
Administration inspector, Mr. T. C. Tice. 

It is understood that these requirements will probably include concrete columns 
for whatever distance is deemed necessary around the foundation of the house, 
for the soil analysis indicates it to be required. 


At this point I would like to make the statement that I requested 
at the city-county meeting of the city of Santa Clara, and they ap- 
proved to give me a copy of that. soil analysis, which I never re- 
ceived. That was in February. Mr. Gregory Vistica of the Bog- 
danich Building Co. said I would receive a copy of that soil analysis, 
which I never received. Mr. Paul Newland, of the Veterans’ Admin- 
istration said I would receive a copy of this soil analysis, which I 
never received. 

To go back to the letter: 


It is agreed that if the recommendations of Mr. Tice are followed in all 
details and if the completed work meets with his approval, and approval of the 
Veterans’ Administration, and if, further, the Bogdanich Building Co. agrees 
to any additional work which is required by reason of these items prior to 
November 1955, or within 1 year from the time of purchase of the property 
by the veteran, whichever is longer, it will be taken care of promptly. The 
Veterans’ Administration: will not again require the Bogdanich Building Co. 
to enter into the premises for any work in connection with the above repairs. 
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At the time the inspection was made, I made the suggestion to the 
inspectors that the outside foundation was rising. They had an engi- 
neer on the spot, also Mr. Newland and the other Veterans’ Admin- 
istration inspectors, and they said that the outside foundation was 
staying as it was; that it was the inside that was sinking. 

I talked to Mr. Turpin, superintendent for the Bridges Construc- 
tion Co., I have talked to architects, I have talked to civil engineers, 
I have talked to the building administration in San Francisco, on the 
builders code, and they have assured me that the adobe soil has caused 
the outside foundation to rise. I talked to Mr. Tice, and he said, 
yes, the outside foundation has risen in some cases. 

They have proceeded to put columns around some houses. They 
say that the ground varies when it crosses the fence line; that on one 
side of the fence the ground determines that they need columns; on 
the other side of the fence they do not; we requested, when Mr. New- 
land came down to a meeting of some 57 veterans, to substantiate this 
November date. He assured us at that time that he would do all 
possible. I talked to them in San Francisco after receiving this letter 
asking me to release them of all responsibility after November; that 
he can only do what he is allowed to; that he can go no further; that 
it would be to my best advantage to go ahead and sign this letter. The 
first statement Mr. Paul Newland made to me—he said he wouldn't 
sign it, and he requested that no veteran sign it. 

I have photographs here that the committee can see of different 
cracks and so forth within my house. In some cases the wall separ ted 
from the floor 214 inches. I can slip a 2-by-4 between the wooden 
post underneath my house and the floor joist. I had a crack in my 
bathroom that I could stick a 1-by-4 all the way through the wall into 
the bathroom. On the crack on the outside of the house, they tore 
away the plaster and replastered it. 

Mr. Epmonpson. Are these copies of photographs available to the 
committee? Can you leave them with us? 

Mr. Steman. I certainly will. I have the negatives. 

Mr. Epmonpson. Are these all in your house ¢ 

Mr. Siteman. They are all in my own house, my own individual 
house. 

Mr. Epmonpson. I think you have given us enough information on 
your house. 

Mr. Sicman. I would like to make this one statement. We talked 
to Mr. Newland, and he told me at one time that he would like to go 
on record to his head office as requesting that they cut off the commit- 
ments from Mr. Bogdanich on the rest of his homes that are being 
built. 

Starr Direcror. Did you say whether Mr. Newland is a VA fee 
inspector or a salaried employee of the VA ? 

Mr. Si6man. That I couldn’t tell you. 

Starr Drrecror. Did you find him in the office at San Francisco, 
or is hea local individual ? 

Mr. Sieman. He is in the office at San Francisco. 

Mr. EpmMonpson. I think these pictures pretty well speak for them- 
selves. 

Mr. Sicman. Well, I would like to state this: That on this letter, 
where everyone was shuffled around, the majority of the people signed 
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the letter just so the builder would come in, fix their house, and get 
out of it so they could put a “For Sale” sign up and sell it. 

They were told one time—a guy asked if he could have his panel 
replac ed, and they said, “What do you expect for $11,600/° The Vet- 
erans’ Administration said they had to fix it. The builder said they 
didn’t. They have been back and forth on this ever since November 
1954. 

Mr. Epmonpson. Mr. Mulry, is this case typical of those in the San 
Jose area that you are speaking to us of now ¢ 

Mr. Mourry. That is one of many. 

Mr. Chairman, there is one point I would like to make. 

Mr. Epmonpson. No; I am afraid I will have to cut you off. You 

can submit any material you want to, and it will be made a part of the 
record. I think you folks have made your point, and you have cer- 
tainly justified our looking into the picture. 

Mr. Morry. Thank you. 

Mr. Epmonpson. Have you decided on who is going to be spokes- 
man, now ¢ 

Mrs. Creahan, will you give your full name and address, please ? 





STATEMENT OF MRS. PATRICIA CREAHAN, LIVINGSTON, CALIF. 


Mrs. CreaHAn. Patricia Creahan, 1440 Third Street, Livingston, 
Calif. We live in the Winton Gardens Tract located on Third Street 
in Livingston. The builder was C, R. Tisher. 

We have more or less the same complaints that evolved from the 
tracts here in Merced and in Atwater, with the addition of a few more. 

For instance, I have the old brick trimming on the front of my 
house and, in sprinkling my lawn, I put the spr rinkler where it would 
sprinkle up onto the bricks and catch the grass there. And the bricks 
are washing away. 

The sliding door doesn’t fit. When we moved in last year, of 
course, we didn’t have a lawn and landse aping, and it is quite sandy 
up there, and it was a windy season, and when the winds blew sand 
came all the way down into my kitchen. 

So they came in to fix that. And the way they did that was that 
they put putty around the outside, and then when the sun came out and 
shined on it, my little girl got out, and it was soft, and she took it and 
put it all over the sliding door. So that wasn’t very satisfactory. 

Mr. Epwonpson. Is this sliding door the sliding door out on the 
side? 

Mrs. CrEAHAN. Yes. 

Mr. JENKINS. Similar to what you heard Sergeant Black talk about ? 

Mrs. CrEAHAN. This comes from underneath, on my door. 

Mr. JenKiNs. But it is a similar sliding door? 

Mrs. CREAHAN. Yes, itis. Itis exactly the same. 

Mr. Jenxrns. And about your brick, you say they are washing 
away. You mean the mortar between the bricks washed away ? 

Mrs. Creanan. The brick itself. 

Mr. Jenxrns. The brick itself is deteriorating ? 

Mrs. CreaHAn. Yes. 

Mr. Jenkins. Go ahead. 

Mrs. CreaHAN. As to my front door, I asked that it be replaced 
because there was about, I would say, a fourth of an inch between the 
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door and the door facing, and during the windy season the sand came 
in there, too, and ruined the rug that I had in'the living room. The 
sand just ate the matting right off the rug. And I ead that that 
be replaced. So they did. 

And the door that they replaced it with had a crack in it on the 
upper right-hand corner on the inside, and it is about, oh, 6 inches in 
length. So I asked them if that couldn’t be var nished or stained or 
something, so that it wouldn’t show. And their building supervisor, 
Mr. Dybas, told me no, that it couldn’t be corrected. 

And I asked him then could I have a different door. He said no, 
that that door was sound and good and I could not have a different 
door. 

The asphalt tile in my bathroom that has the bathtub in rene 
is a sixteenth of an inch between the tiles in that bathroom. I don’t 
know why that tile will not fit like the rest of the tile in the house 
does, but they tell me that they can’t fit it. They had a tile man 
from a local tile company come in, heat it, push it in together, but it 
came right back out again. And I still have the sixteenth of an inch 
between my tiles in my bathroom. 

Mr. Jenkins. What shows in that crack ? 

Mrs. Creanan. Dirt. 

At the onset of the construction, the cooler was placed in my living 
room directly over where my couch would set. Well, I came in, 
and I told the—I suppose you would call him foreman—that I cer- 
tainly didn’t want my cooler in my living room, where people were 
sitting right under it. And he said, well, I would have to see the 
supervisor, 

I went to Atwater, where the supervisor was located, and asked him 
about it, and we checked the plans, and he said no, the cooler was 
supposed to go in the hallway. 

So they put the cooler in the hallway. Rather than putting a new 
piece of wallboard or whatever board it is they use in their construc- 
tion, they patched that. That patch still shows. They have painted 
my living room three times, and it still shows. 

The paint finish throughout the house is terrible. 

Mr. Jenkins. How about your kitchen paint ? 

Mrs. Creanan. My kitchen paint is all right, satisfactory. 

Mr. Jenxins. How long have you liv ed in this house? 

Mrs. Creauan. We have lived there since Febru: ary 4. 

Mr. Jenkins. Of this year? 

Mrs. Creanan. Yes, of this year. And we are paying rent at the 
rate of $2 per day up until June 15, 

Mr. Jenkins. How long did you pay that rent? 

Mrs. Crranan. From February 4. 

Mr. Jenkins. From February 4 to July 15? Because your loan 
couldn’t be closed in that interim ? 

Mrs. CreanaAn. Our loan had been approved. 

Mr. Jenkins. Not closed ¢ 

Mrs. Creanan. I don’t know. I don’t know what the delay was. 
I have asked several people, and I can’t get an answer. 

_ Mr. Jenkins. How many veterans are in this project you are living 
In ¢ 

Mrs. Creanan. There are eight houses. My husband is at present 
in the Air Force. He is stationed here at Castle Air Force Base. 
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Mr. Jenkins. How about your other neighbors? Do they have 
similar complaints 

Mrs. Creanan. Yes, they do. Asa matter of fact, one lady I think 
has a very justifiable complaint in the fact that she has a telephone 
pole in her driveway and has never been able to use her garage. 

Mr. Jenkins. Is that lady here today ? 

Mrs. CreaHan. No. 

Mr. Jenkins. I want to ask you about that pole. 1 happen to 
know about the pole, but to get it for the record here: Isn’t it true 
that that telephone pole is dead center in her drivew ay ! 

Mrs. CreaHan. Right. 

Mr. Jenxtns. Isn’t it also true that the reason that pole happened 
to be in her driveway is that the builder laid out his lots too small 
and then he had to increase his lots, and as a result of increasing the 
size of the lots it wound up with this pole in this lady’s driveway ? 

Mrs. Creanan. That is correct. 

Mr. Jenxtns. Isn’t it also true that this woman has contacted the 
local electrical company and was told they would be ready to move 
the pole whenever they were sure they would get paid? So this lady 
cannot and has not been able to use any part of her garage / 

Mrs. Creanan. That is correct. 

Mr. Epmonpson. Do you have the address of that particular house ? 

Mrs. Creanan. The people’s name is Mr. and Mrs. George Rose, 
and it is on Third Street 1400 block, but I couldn’t say the exact 
number. 

Mr. Epmonpson. That is close enough. 

Mrs. Creanan. They have these two different style houses in these 
tracts. One is known as a Yosemite model, and the other is known 
asthe Monterey. We chose the Yosemite model, and as far as we were 
concerned, all aspects of our house would be the same as in the Mon- 
terey. However, when we were finished, we found that we didn’t 
have an outside light onto our patio. Well, when I suggested that 
to one of the carpenters who was employed by Mr. Tisher, he said 
that the Yosemite models did not have the outside light. I would 
like very much to know and get a straight answer from someone about 
that, whether or not we should have that. 

Srarr Drector. Where do you stand now with Mr. Tisher regard 
ing his attitude about any subsequent corrections! What is he telling 
you at the current time ? 

Mrs. Creanan. We haven’t seen anyone in 2 months, and the last 
time that I saw his building supervisor, Mr. Dybas, I was sick in 
bed, and he came in on me and told me that he was sick and tired of 
hearing of my complaints. 

SrarF Director. Where do you stand with the Veterans’ Admin- 
istration with respect to filing complaints on your property ? 

Mrs. Creanan. My husband went to see the local Veterans’ Admin- 
istration. We have never filed a formal complaint. 

Srarr Drirecror. Do you know whether any of the other eight 
homeowners have filed a formal complaint ? 

Mrs. Creanan. I don’t know, unless it would be Mr. and Mrs. Rose. 

Also, on our exhaust fans in our kitchen and our bathroom, there 
is no screen, and there are crickets by the dozen up there, and they 
come in the house by the dozen, too. And the mosquitos and the flies. 
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And the rock on the roof—I don’t know how much rock was supposed 
to have been put on, but there was one coat of rock put on the roof, 
on the house. And, as it has been stated in regard to the other houses, 
it blows off when there is a wind. ; 

Also when we purchased the house their representative, Mrs. 
McGowan, told us that our lot—we wanted a larger lot, because we 
wanted this Yosemite type house. And she told us that the lots down 
on the farther end of the tract would be brought up to the level of 
the model home. So we purchased on that basis. 

Well, I don’t know what it was, but on our final papers there was a 
$25 grading fee, which was never mentioned until the paper came 
tous there. And there are nails in several of the houses popping out. 
The lady next door to me, Mrs. Long, here, has had that trouble. 

Also when our papers came through for the final signature, I had 
painting to be done in the shower. I wanted the light in the patio 
and the bricks fixed on the front of the house. That has not been 
done. Also we had some patched stucco on the front of the house, 
and we wanted it colored to match the rest of the house. 

So I talked to a Mr. Bob Friedland, and he said that it would be 
done. So I agreed with him that the following morning, which was 
a Friday morning, my husband and I would go down and sign the 
papers. 

I went outside and came back in, and my husband was on the phone, 
and he said, “This is for you.” It was Mr. Ed Friedland at that time. 
I had told Mr. Bob Friedland previously that we were indisposed and 
unable to sign any papers at that time of night, which was 8 o’clock. 
They wanted to come right out and sign and notarize the papers there 
in our home that evening. I had told him that we just didn’t want 
to do it; that we would do it the next morning. 

Mr. Friedland, Mr. Ed Friedland, then said to me, when I got to 
the phone, that he was sorry, but they just had to go in that night. 

[ said, “I’m sorry, Mr. Friedland, we are indisposed and in no posi- 
tion to sign the papers this evening.” 

He said, “Then we will have to proceed with eviction immediately. 

And it won’t look very good for your husband as an officer in the Air 
Force.” 
Well, it scared me. I don’t want to cause any trouble for my hus- 
band. So I called and contacted an attorney in Merced and asked him 
about it and told him also that I had signed the rental agreement, not 
my husband, and could they hold my husband to any agreement in that 
way’ And he said, “No, just sit still.” 

The next morning, Mr. Sam Brantley, an attorney here in Merced, 
called us regarding the eviction, talked with us, and after he found 
out that my husband’s signature was not on the papers, the rental 
agreement—I suppose he realized that Mr. Friedland was going to 
have a longer, harder process as far as eviction was concerned, because 
we hadn't refused the house. The only thing that we wanted was the 
work completed, and then we would sign the papers. But he wanted 
us to sign the papers on his recognizance, which certainly hadn’t 
shown us much thus far. And since, we did go ahead and sign the 
papers. And since, that work still has not been done. 

Mr. Epmonpson. Have you completed your statement, ma’am? 
Mrs. CreaHAn, I think that is about all I have to say, except that 
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when the shower was removed and the tiles were replaced, I ended 
up with five different colors of tile in my shower. 

Mr. Epmonpson. Do you other two I: dies have statements you want 
to make, toof What was your name, ma’am? 


Mrs. Lone. Mrs. Ruby Long. But I think she took care of my com- 
plaints. 


STATEMENT OF MRS. JOSEPH GUTHRIE, LIVINGSTON, CALIF. 


Mrs. Gururime. I am Mrs. Joseph Guthrie at 1437 Second Street, 
Livingston. My complaint mainly is with this rent business. They 
are trying to collect $350 rent from us for the 6 months that we were in 
the house. 

When we signed the rental agreement, the builder at that time, Mr. 
Hawker, told us that this rental agreement was a mere formality, be- 
cause in the agreement it said that the house was completed to our 
satisfaction, and it wasn’t. And we pointed that out to him. And 
he said, “This is just a formality. The house will be completed within 
a week or 2 weeks at the most.’ 

We asked how long it would take for this loan to go through. As 
far as we knew, it had been approved. And he said it would prob- 
ably be a month or 6 weeks at the very latest. 

Well, 6 months passed, and they came around asking for $350 a 
month for the 6 months. During that time, none, or very little, of the 
work had been done. We were without the shower for 3 months. And 
it wasn’t until we refused to sign the final papers that they came up 
and finished the work that we had been after them to do for 6 months. 

Mr. Epmonpson. May I ask at this point: Were the final papers 
presented to you during this 6-month period on more than 1 occasion 4 

Mrs. Guriirie. On the 22d of March, Mr. Dybas came to our home 
with the trust deed to be signed by my husband and myself. It was 
not notarized at that time. But at the time of signature, he gave us 
to understand that that would stop our rent payments. 

Mr. Epmonpson. And you signed the trust deed, then, in March ? 

Mrs: Gururir. Yes. 

Mr. Epmonpson. And yet after signing that deed, the rent pay- 
men‘s still continued ? 

Mrs. Guturie. Yes. The catch is, though, that it wasn’t notarized 
the 22d of March. 

Mrs. CREAHAN. Does it have to be notarized ? 

Mr. JENKINS. He brought it out to your home and asked for your 
signature ¢ 

Mrs. CREAHAN. Yes. 

Mr. Jenkins. Did he ask you to go down to a notary ? 

Mrs. Gururte. No. And we were not the only ones in the tract 
to sign that trust deed at that time. 


Mrs. CREAHAN. With the same understanding, that the rental would 
stop. 

Mr. EpmMonpson. Was the signature of the other party on the deed, 
as well as yours / 

Mrs. GutTurie. No, just ours. 

We are novices at this. We will never do it again. 


Mr. Epmonpson. Have any of you ladies presented this matter by 
a formal complaint to the VA? 
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Mrs. Creanan. We haven’t filed a formal complaint. Like I say, 
my husband contacted the local Veterans’ Administration officer. 
‘Mr. Epmonpson. Did you hear the invitation which Mr. Corbitt ex- 
tended a little earlier? Did you get his name and address for that 
purpose ¢ 

Mrs. Gutuem. Yes, I have that address. 

Mr. Epmonpson. Well, I would suggest that each of you make a 
formal complaint in writing and send the committee a copy of your 
communication to Mr. Corbitt, if you will do so. 

Does anyone have any further questions of any of these witnesses? 
Thank you very much. 

[ think Senator Cobey has a statement to make at this time on be- 
half of some veterans groups. 

Senator Cobey, I might say we have appreciated very much the 
hospitality of vour community since we have been here. 


STATEMENT OF JAMES A. COBEY, MERCED, CALIF. 


Mr. Copsey. Thank you very much, Mr. Chairman. 

My name is James A. Cobey, 646 West 26th Street, Merced. I am 

California State senator for Merced and Madera Counties, the 24th 
senatorial district. 

Briefly, the five veterans came to see me on Saturday morning, 

June 25 of this year—Robert Clark and George Bruen, who have pre- 
viously testified, Ben Walton of 2630 H: awthorne, Douglas L. Weeks of 
2700 Hawthorne, and Earl Welch, of 1625 East 26th Street. 

After talking with them that morning, the following Tuesday, 
June 27, I phoned Congressman Sisk and gave him a summary of the 
complaints that they had given to me. 

On the following day, Wednesday, June 28, I called the regional 
office of the Veterans’ Administration in San Francisco and there in- 
terviewed Mr. John W. Copplin, Chief of the Loan Guaranty Division, 

Mr. H. W. Talbot, a construction analyst, and Mr. George L. Beach, 
a staff construction analyst. They explained to me at that time that 
due to the lack of staff that they had, they could only act upon signed 
written complaints, and also they further explained that there were 
certain homes in the Sierra Gardens subdivision that were FHA 
rather than Veterans’ Administration homes. They also told me 
that Mr. Beach had already planned to come down and make a site 
inspection the following day, June 29. 

Mr. Beach did come down, and at that time I gave him, as I recall, 
signed complaints, that is, a complaint list of the various claimed 
deficiencies of about eight purchasers. And Mr. Beach then, I under- 
stand, went out to the subdivision and made an on-the-spot inspec- 
tion. 

However, subsequently, Mr. Clark and Mr. Myers, who also testified 
this morning—I was advised I think by Mr. Clark that their homes 
had not been i inspected. And so I called that to Mr. Beach’s attention. 
Following this, I gave the results of what had occurred to Congress- 
man Sisk by letter, and with a copy to Senator Kuchel. 

Now, I merely want to say that I would like to thank Congressman 
Sisk and to thank this committee and the Veterans’ Committee as a 
whole, of the House, for coming out and holding this hearing and 
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making this investigation, because I think it will be of substantial 
public benefit if these complaints can be aired and if the veterans can 
be assured that since Uncle Sam, so to speak, is guarateeing the credit 
in these situations, Uncle Sam will see to it that the minimum plans 
and specifications provided for for these homes, are lived up to. 

Mr. Epaonpson. Thank you, Senator, 

Mr. Sisk, did you have a question / 

Mr. Sisk. I would like to take this opportunity to express my deep 
appreciation to Senator Cobey for his cooperation and for his efforts. 
He spent considerable time and effort in cooperating with me on this 
particular subject, and I want to take this opportunity to express 
publicly my appreciation for that and for the public service that he 1s 
rendering to the people of his area. 

Mr. Cosry. Thank you very much, Congressman Sisk. And thank 
you, gentlemen. 

Mr. Weaver, I just want to take this opportunity to thank you for 
your fine remarks addressed to the committee, Senator. 

Mr. Cosey. Thank you very much, gentlemen. 

Mr. Epmonpson. Is Mr. 'Tisher present / 

Mr. Tisher, do you have anyone you want to testify with you here? 


STATEMENT OF C. R. TISHER, OAKLAND, CALIF. 


Mr. Tisuer. No. I couldn’t answer all these questions, because I 
haven’t been able to keep track of them. 

Mr. Epmonpson. Have a seat, sir, and give your full name and 
residence. 

Mr. TisueEr. C. R. Tisher. 

Mr. EpmMonpson. And where do you reside, sir? 

Mr. Tisuer, My place of business is 1464 Webster Street, Oakland. 

Srarr Direcror. Yor the record, Mr, Tisher, will you indicate the 
subdivisions or groups of houses you have built, giving the subdivi- 
sion name, the numbers, and the community ¢ ; 

Mr. TisHer. I have it right here. You might look at it. 

Starr Drrecror. Mr. Tisher, I believe you have been here since 
morning. 

Mr. Tisuer. Yes. 

Starr Director. Would you like to make any statement in a general 

vay addressed to the comments which you have heard this morning? 

Mr. ‘Tisner. Why, I would state that we at no time have abandoned 
the tracts. We have kept men, some men, painters, working con- 
tinuously, and we still have them. The complaints have been taken 
care of. And all complaints have been given attention. In some 
‘ases we have been back two or three times. 

We have a condition to contend with in some men. We can’t always 
get them back on the job, especially in these towns that are small. 
Some men are out of town. They come from 50 to 100 miles away. 
And we can’t always get them back when we want them. 

And, the unfortunate part, we had a tile situation there that took 
some time to try to find out who was to blame, and I finally had to 
do the work myself in tearing out the tile showers and replacing the 
pans and then getting two or three other tile men around the valley 
tocome in. It is pretty hard to match tile. Different compan 


ules use 


different tile. And when the tile man went around to the houses he 
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went around and contacted the owners and showed them the tile that 
he was going to use as close as he could get. Now, that situation was 
very unfortunate—over a hundred showers. 

A few coments: This last one, about Mr. and Mrs. Rose, who 
were buying the home—in fact, they haven’t closed the deal. They 
are not obligated to take the house. There is a telephone pole in the 
driveway, and I have been arguing with the phone company to 
remove it. 

Now, in my prior business, or buildings, the phone company or 
gas company have always removed poles that were in driveways with- 
out any cost. They would start at $500 to a the pole, they said, 
and now they have come down to about $450. I have been trying 
to get them to do it for nothing. But Mr. “fi has been living in 
the house, and I think I can truthfully say that he hasn’t paid any- 
thing for the time that he has been in there. So he hasn’t paid any 
rent for the 6 months he has been there, and if he doesn’t want the 
house he is not compelled to take it. That is just answering one 
particular question. . 

Starr Direcror. Would you care to comment also on that state- 
ment just made by the lady here about their signing a deed that was 
not notarized and some misunderstanding about a rental agreement ? 

Mr. Tisuer. I wouldn’t be able to answer the question because I 
wasn’t present. The rental deal—they have all been the same—that 
when the purchaser took possession of the house they were then 
charged a fee of $2 a day until the deed was recorded in their name. 
To all purposes and intents, the house was theirs when they took 
possession. The matter of getting the deed on record—their payment 
to us was less than what the payment would have been to the loan 
company when the deal was closed. So they are not hurt by paying 
$2 a day because their payment is more when the deal is closed. 

Starr Direcror. What is the specific representation that is made 
to the veteran, either verbally or in the nature of the sales contract, 
about the obtaining of veteran financing and the closing of this loan? 
The testimony here as you have heard it is that some of these rental 
agreements have run along as much as 5 or 6 months. 

Mr. Tisurr. Yes. 

Srarr Director. Why do they run so long? 

Mr. Tisuer. It is just a matter of getting the veterans approved 
and getting them closed. Lord knows we want to get our money 
out as soon as possible, but we can’t do it until the papers have been 
approved. First we have to find a company that will take them, 
and sometimes we have to submit it to half a dozen different banks and 
loan companies back east. 

Starr Director. That is the point I am interested in, Mr. Tisher. 

Mr. TisHer. That is right. 

Srarr Director. Now, when you sign this house to the veteran, is it 
made perfectly clear to him that at th: at time you do not have financing 
lined up on the house; that you have to search for it? 

Mr. Tisuer. No, we have financing. But the companies make this 
stipulation, that they have to approve the buyers. Now, some com- 
panies will take certain buyers according to their credit and their 

salary, and other companies require more salary or a better credit 
rating. So we shop around, and, in fact, some of the loans we have 
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closed, we have paid as high as $800 to get the loans. Rather than 
lose the deal, we have paid $800. We started out with loans that we 
were going to get for 97 points. And down at the end now we are 
getting only 93. It is costing us $800 to get these loans, because some 
of the companies won’t take them. The market situation is very bad 
today. So, due to the fact that some of these loans were slow in get- 
ting closed, we can’t get the same companies that started out. 

To start with, we put up $15,000, which was $100 a loan, to get the 
commitment from these companies. They made a stipulation that the 
deals had to be closed by a certain time, and also that they would have 
to approve the credit of the buyers. So some of these houses we sold 
as many as 3 or 4 different times. The buyers wouldn’t qualify, or 
some were transferred. 

Starr Director. I can understand those circumstances, Mr. Tisher. 
Now, in the actual transaction with the individual, are these things 
made a part of the written agreement, or are the Benenson to 
the veteran perfectly clear concerning this difficulty of locating 
financing ¢ 

Mr. Tisuer. Well, it isn’t explained to the veteran. We do tell 
them this: That we have already paid for commitments which we 
have, because we can’t get our construction loan until we show a 
letter to the bank or the loan company that is making our construction 
loan, that we do have a takeout. 

I had the Manhattan Bank, and I had the Metropolitan Insurance 
Co., making these takeout loans to take the 3-year loan. Now, we 
get a commitment from the loan company that they will take these 
loans upon their approving the buyer. We have to have that before 
we start. And we have to pay $100 a loan to get that, to get that 
letter. They charge us that in advance. 

Starr Direcror. Well, now, just how is this rental agreement 
handled? Is it a part of the written sales contract, or is it a written 
agreement ¢ 

Mr. TisHEr. We might have one of them approved by the veterans, 
or we might have one approved by the loan company, but it takes two 
to get the loan approved. Ittakestwo. You have to have the veteran 
approval and the loan company that would accept him. If either of 
them is approved first and the house is completed and the veteran 
wishes to move in, we then have him sign a rental agreement at $2 a 
day until such time as the deal is closed. And then his payment 
doesn’t start until 30 days after the note and deed of trust have been 
recorded. 

Starr Director. Mr. Tisher, we have many types of items that have 
been raised regarding various subdivisions. Now, are you prepared to 
say anything to us here fundamentally about your attitude about 
correction of those deficiencies, based on a competent finding by appro- 
priate Veterans’ Administration officials ? 

Mr. Tisner. No. I would be very happy—in fact, I would be very 
gg ll somebody: would go through and check them over. We 
1ave been working on these houses for 6 and 7 months now; painters 
and carpenters and the foremen and the plumbers have been working 
continuously. We have not left the tracts. We still have men work- 
ing. We have not done any—I mean, we haven’t given up the tract 
as being completed until everybody is satisfied. I realize that I am 








1395 IRREGULARITIES IN LOAN PROGRAM IN CALIFORNIA 


responsible for at least a year on these different materials or work- 
manship on the houses. 

Starr Dmecror. Are you saying, Mr. Tisher, that you expect to 
correct justified complaints ¢ 

Mr. TisHer. Why, surely; I never have refused to. In fact, we are 
still working. And I have done a lot that I think is uncalled for—I 
mean that I wouldn’t be required to do—had we had an inspection 
made before I had done some of the work. Now, quite a bit of that 
work—I believe that the people, some of these people that are com- 
plaining—it is their first house, and they don’t realize what is to be 
expected in homes. 

Now, I imagine that any one of you gentlemen, in your own homes, 

can go thr ough and find a lot of things that have happened that are 
beyond any body’s s control. There are plaster cracks’ and nails will 
ae pop and cement cracks, and those things are common in homes. 

I don’t know what the attitude is of trying to continue taking care of 
these things that happen, like grouting of tile. That his been done 
sometimes 2 and 3 times in a home, and the grout will still shrink. 

Srarr Director. Of course, Mr. Tisher, the only attitude the com- 
mittee or anyone else can take is a finding of responsibility, basic 
responsibility, and then an attitude of discharging that basic 
responsibility. 

Mr. TisHer. Yes. 

Starr Drrecror. And we have to look to the Veterans’ Administra- 
tion to make that determination. 

Mr. Tisuer. Well, we have had the Veterans’ Administration down 
there, and we have had the inspections, and we are following up on 
everything that has been given tous. And we at no time have refused 
to do anything about it. We are continuing to work on these jobs. 

Mr. Epmonpson. Mr. Tisher, is it your belief that a veteran has 
to be in the house, living in the house, before his loan papers can be 
cleared ¢ 

Mr. Tisuer. No. He doesn’t have to move in. He doesn’t have 
to move in until the deal goes on record. 

Mr. Epmonpson. Well now, we had 1 or 2 witnesses state that they 
were told that they had to be living in the house, by your representa- 
tives, before their loan ps _ s could be approved. 

Mr. TisHer. Well, as I say, I am not going to contradict any con- 
versation, because I don’t know what the representative might have 
told them. But it is not the fact. I mean, it has not been their 
instructions. Because the people had the privilege of moving in 
when the house was completed and before the deal was closed. But 
we didn’t leave any of them move in unless one or the other, either 
the Veterans’ Administration or one of our loan companies, had 
approved them. ‘Then we knew that they were pretty safe for the 
loan to go through. 

Mr. Epmonson. Well, one of the things I find most difficult to 
understand is why, in case after case, there has been a 4 or 5 months’ 
lag. In fact, there seems to be some uniformity, that they run in 
the neighborhood of $300 rent. 

Mr. Tisner. Well, that is because it was hard to get loans. Be- 
cause our loans out there were only about $6,500, and goodness knows 
I owed enough money to pay off bills, and for a $10,000 house I would 
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get $5,500. So it was to my interest to get them handled as soon 
as possible, because I had to pay bills with “that money. And witha 
construction loan of $5,500, there was a lot of bills owed, so there 
was nothing I could do about it to get them closed quicker, because 
I would have done it. 

Mr. Epmonpson. What you have really done, though, is to hold 
up the veterans’ loan clearance, in a sense, if you had a discount rate 
in one place where you thought you could’ do business someplace 
else. 

Mr. Tisner. No, sir; that is not a fact. We took whatever we 
could get. Some as low as 93. 

Mr. Epmonpson. You haven’t shopped around to get a higher dis- 
count rate? 

Mr. Tisuer. No. Because we are dealing with a company, the 
McMillan Mortgage Co. and the Peninsula “Mortgage Co., and the 
Manhattan Bank, and they originally gave us the deal w hereby we 
put up $100 per house. So it was up to them. 

Now, the Peninsula Mortgage Co., you might say, is a broker, and 
they deal through the W estern Mortgage, or the Metropolitan Life. 
Now, if the can’t place it with the Metropolitan Life, they look 
someplace et They look to the Dollar Bank or the Manhattan 
Bank, trying to place these loans. Some banks will take these loans. 
They "don’t care about the credit so much, because if they get enough 
discount they take the loans. And some loans, as I say, paid as high 
as $800 to get the deal closed. We possibly lost money on them. 
And that is the situation as it existed. And today it is about the 
same thing. As far as the money market for veteran loans is con- 
cerned, these deals that we are closing now—we possibly only could 
get 93 points out of it. Now, we put in a lot of extras. Most of 
that was at cost. And it is costing us $ percent on all of the extras. 

Mr. Epmonpson. I still, for my own part, have not run a hearing 
any place else where we have been where there have been so many 
instances of 5- and 6-month delays, with rents charged, before a loan 
is approved. It seems to me that ‘there must either be a peculiar situa- 
tion here where you are having some special kind of difficulty getting 
financing, or else there has been some sort of dil: atory practice of some 
kind in connection with the approval of these loans. 

Mr. Tisuer. Well, I have a sales manager that has handled that, 
and I would like to have him step up here. He might be able to 
enlighten you on it. I haven’t watched the sales program, except I do 
know that it has been hard to place a lot of these loans. And for some 
reason or other—I would like to have Mr. Friedland step up here. 
I think he is still here. Anyway, we will see if we can get him. He 
has handled that. And I couldn’t give you the exact answers to the 
slowness, but it was no fault of mine. Because, as far as the rent 
money was concerned, the $4,500 that we are getting out of the deal 
was much more important. 

Mr. Epmonpson. I am just concerned that you not delay it for a 
period of some months in order to get $4,600 instead of $4,500. 

Mr. Tisuer. Well, no. Because we took the best loan that this 
broker would give us, the Peninsula Mortgage, who was financing 
thousands of homes here through the Metropolitan and the McMillan 
Mortgage Co. and the Manhattan Bank. We had those three outlets. 
Now, the Manhattan Bank as of tod: ay is giving us 93. 
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Mr. Epmonpson. Don’t you think there is an obligation, in the case 
of this telephone pole, for you to move the telephone pole and let 
them use their garage, and then make your settlement with the tele- 
phone company ¢ 

Mr. TisHer. That might be. We haven’t charged them any rent 
there. They have been living there rent free. They don’t own the 
house. They are not obligated. I was trying to save the $500, be- 
‘ause there isn’t even that much money in these houses today. So I 
was trying to get the telephone company. Because I have been in 
this business for 20 years, and they have always moved the telephone 
poles free and I don’t know why I haven't been able to make them 
move this pole without charging. 

They wanted $500. Then they came down to about $450. And 
I have just been trying to have $450 in the deal. In fact, if I had 
started at the beginning, the money I have paid out—the rent I don’t 
expect to get. I wouldn’t even ask them for any rent. I wouldn’t 
ask them for any. 

Starr Drrecror. Isn’t the telephone company taking the position 
that since you changed the lot lines in the subdivision it is your re- 
sponsibility; that they had the pole correct originally and this is 
your responsibility ? 

Mr. TisHer. That is a subdivision that has been on record for 
quite a few years. It was just a change of the lot sizes. The lot sizes 
were originally 70 or 80 feet, and then we cut them down some. Of 
course, it is my obligation. There is no doubt about it. In fact, the 
superintendent that was on the job, I would say, made an error. He 
could have moved the garage on the other side. But there is not only 
that problem. There are other telephone poles along the line, in the 
line of this same sidewalk. 

Now, we have other lots there. And there are other telephone poles. 
And if I move that telephone pole, I have to move 3 or 4 of them in 
line. So it is a matter of me either winning an argument with them 
or paying for the rest of the poles. And if we move the sidewalk, 
there is a bunch of trees. So we are in the position that we have to 
leave the sidewalk inside of the trees, between the trees and the house. 
And to do that, there are more poles along the street, and there are 
mor lots that we have to use. So every lot that I would use from now 
on, I would have to pay for the pole. Because otherwise the sidewalk 
would come down—even if I didn’t put the driveway on the side that 
it is now, I would still have the pole in the middle of the sidewalk. 
So it‘isn’t a matter so much of the $450, but there are about 2 or 3 
thousand dollars that are involved. That is the answer to that one 
question. 

Srarr Drrecror. I see. Well, Mr. Tisher, you were just beginning 
to comment about the extras you put in the house. Did you hear the 
testimony this morning regarding the question of whether the rugs are 
in fact an extra or whether they have been paid for by the homeowners 
in the closing cost ? 

Mr. Tisuer. No, sir. The deal was advertised, $275 closing cost. 
There is nothing at all—the rugs were donated by me. Later on, I 
told the salesman that some of the people found it hard to put up the 
$275. I had to pay $150 for the rugs. That can be verified by the 
rug company here in Merced. I said jt would be immaterial to me if 
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I paid $150 for the rugs, or if they would use the $150 toward their 
closing costs. Now, that is the correct position of that rug deal. The 
$275 was closing c ost to the purchaser. 

STAFF Director. Can that be substantiated by the closing records of 
the Veterans’ Administration, that those costs are $275 ¢ 

Mr. Tisner. I think so; yes. 

Srarr Direcror. You think their records will show that $275 was 
paid on closing costs of each loan / 

Mr. Tisuer. I believe it would. The expenses—that includes, of 
course, the one point that the veteran had to pay down. ‘That is $110. 
And the title company expenses, the recording, is over a hundred 
dollars, and there is over $40 or $50 fire insurance. 

So I could add it all up, but I am quite sure it may be a little bit 
more. But I know there is one point that is charged right to the 
veteran, isn’t there? Then the title company puts the fire insurance 
and things. I really don’t know the exact penny part of it. It might 
be a little more. It might be a dollar or so less. But the deal is $275 
for closing costs. 

In my plans and specifications that I got my commitment on, there 
were no rugs—which I noted there—that I donated to the deal. 

Mr. Epmonpson. That was promotional; wasn’t it ! 

Mr. Tisuer. I wouldn’t say that. I just thought there was more 
money in the mosis and I added a little more onto it. But it didn’t 
turn out that way 

Mr. Epmonpson. Did you have some questions, Mr. Sisk ? 

Mr. Sisk. Yes. 

Mr. Tisher, I would like to go back just for a moment and explore 
this situation with respect to the slowness in the approval of the 
closing. 

What is the man’s name that was actually doing your selling? 

Mr. Tisner. Mr. Friedland. 

Mr. Sisk. Is Mr. Friedland in the room? Do you know where he 
can be secured ? 

Mr. Tisner. He has been here all day. 

Mr. Sisk. Mr. Friedland, will you come up to the stand ? 

Mr. Tisiter. The question is the delay in getting some of these deals 
closed. 

Starr Direcror. State your name and address, please, sir. 


STATEMENT OF EDWARD A. FRIEDLAND, SAN FRANCISCO, CALIF. 


Mr. Frrepianp. My name is Edward A. Friedland. I live in San 
Francisco, 444 Veedol Street. 
Mr. Sisk. The question is that we have had a discussion here re- 
garding the extended period over which these rental agreements oper- 
ated, and the question was raised as to just what was the cause of these 
veterans paying rent under this rental agreement for 5 or 6 months. 
It was Mr. Tisher’s feeling that you could provide further explana- 
tion. 
Mr. Friepianp. Well, in a good many cases, the veteran wouldn't 
qualify with one lending agency, and in this case we had to seek out 
another. That created may she 2'or 3 months’ del: ay there. 
In the other cases, it was where the lending agency itself didn’t 
process them ‘eilehiy, that, quick enough. 
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Mr. Sisk. Well, Mr. Friedland, what did you tell the buyer when 
you sold him the house? What was your statement in general to 
the people that you were selling a house to with reference to your 
costs ¢ 

Mr. Frreptanp. Well, the closing costs were $275. 

Mr, Sisk. Well, pardon me. I mean with reference to the closing 
date. 

Mr. Frrepianp. There wasn’t any particular set time. 

Mr. Sisk. You never at any time told the buyer that a month or 6 
weeks would be ample time to close ? 

Mr. Friepianp. Well, 2 or 3 months, somewhere in that neighbor- 
hood. 

Mr. Sisk. Well, what did you tell them? It was testified here this 
morning, if you have been in attendance, by a number of people, that 
you made the definite statement that it would run from 30 days to 6 
weeks. Now, did you tell anyone that ¢ 

Mr. Friepianp. I might have mentioned that. In some cases they 
have processed that fast. 

Mr. Sisk. How many’ Do you have any idea how many people 
you told that to? 

Mr. FrrepianD. No; I haven’t. Because I didn’t make all the sales 
there. 

Mr. Sisk. Do you not fee! to some extent you were misrepresenting, 
if you feel it is on an average running 6 months to close? 

Mr. Frrepianp. No; not necessarily. Before you can close a deal, 
a sale, you have to have a final compliance. And the mortgage 
company will not go ahead and close the deal until they have a final 
compliance. 

Mr. Sisk. I am aware of that. But the point I am trying to make 
is: Why did you not explain to the buyer th at in many cases it might 
run 6 or 7 months and he would be out $300 or $400 before he would 
be able to close? Don’t you think that would have been the fair 
thing to have done, in view of your experience ? 

Mr. Friepianp. Well, my experience, as far as this is concerned, we 
won't go into. But we have never told any of the buyers that it was 
going to extend 6or 7 months. We didn’t know. We figured it would 
be completed within 90 days. That is to say, the papers would be 
approved at that time. 

Mr, Sisk. Well, on that basis, then, don’t you feel that there was 
probably some sort of an obligation with reference to the maximum 
amount of rent that you should have collected ? 

Mr. Friepianp. The $2 a day that was collected just about took 
care of the interest and the insurance on the home. There wasn’t much 
more, maybe $15 or $20 additional, over and above. 

Mr. Sisk. The point, there, of course, Mr. Friedland, is the fact 
that when you or I or anyone ‘else goes out and purchases a home, we 
are purchasing a home to get away from paying rent. And what 
money we spend thereafter, we want to go to pay for the home. Isn’t 
that right? And so, if we have done that, and we have purchased a 
home, but yet we are charged $300 or $400 finally before it is closed, 
in the way of rent, that is just money down the gutter; isn’t it? 

Mr. Frreptanp. No; I wouldn’t say so. Asa ‘matter of fact, a good 
75 percent were paying $75 or $80 a month where they were living. 
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Mr. Sisk. Yes; but I think that is beside the point, Mr. Friedland. 
The point I am trying to make is: Why were these people buying 
a home ¢ 

Mr. Frrepianp. Well, it could be for many reasons. One of them 
could be because their payments were less than rent. They were get- 
ting better accommodations. They were getting a larger home for the 
same amount of money or less money than what they were paying, 
Furthermore, they were moving in with, I should say, hardly anything 
at all, just closing costs. 

Mr. Sisk. Do you have any homes that are not sold at the present 
time, Mr. Friedland? 

Mr. Frrepianp. Just the model home. 

Mr. Sisk. How about in Atwater? 

Mr. Frieptanp. They are all sold. 

Mr. Sisk. In Livingston ¢ 

Mr. Frrepianp. They are all sold. 

Mr. Sisk. Salida? 

Mr. Frrep.tanp. Oh, I would say there are about 1 or 2 left there. 

Mr. Sisk. What are you telling the people today with reference to 
the length of time it is going to take to close ? 

Mr. Frrepitanp. Well, we just don’t know. We don’t know. The 
lending institution may tell us one thing. Like, they will say, “We 
will close them just as fast as we can.” And we go on probably what 
they have to say, and we repeat it to the customer, and we can’t do any 
more than that. 

Mr. Sisk. You still feel, though, that if you were purchasing a 
home and you were going to pay $2 a day rent on the home before 
the papers were closed, and you were told by the seller it would prob- 
ably take from 6 months to 6 weeks, you would be very happy if 
it took 6 months, Mr. Friedland ¢ 

Mr. Frrepianp. I wouldn’t say I would be. It depends on what 
the conditions might be prior to the time I moved in. 

Mr. Sisx. I know that would not have any bearing with me if I 
were purchasing a home to live in for the parpose of owning a piece 
of property. As you know, in most cases, this is the largest single 
investment these people have ever made. In many cases it is the 
first home they have ever owned. And the prime purpose I think 
behind it in many cases is the fact that they want a home that they 

van have and pay for. And naturally, when you represented to them, 
as has been testified here today, that the closing would not be longer 
than a month to 6 weeks, and then it took 6 and 7 months, you can 
certainly understand reasonable complaints with reference to the pay- 
ment of three and four hundred dollars in rent. 

I think that is all, Mr. Chairman. 

Mr. Enmonpson. Mr. Tisher, I notice that you have built a number 
of homes in probably 8 or 9 communities in California. Has the 
volume of complaints in this particular area been greater than it has 
been in the other communities ? 

Mr. TisHer. This is more complaints than all the others combined. 
Double. 

Mr. Epmonpson. Can you account for that in any way ? 

Mr. Tisuer. No, I can’t. 

Mr. Epmonpson. Was this your first development in this particular 
area, or had you had other developments 
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Mr. TisHer. No, it is my first one in this area. 

Mr. Epmonpson. Are there any peculiar problems or special diffi- 
culties connected with construction here? 

Mr. Tisurr. No. It isa funny thing. Now, you have quite a few 
complaints. There are 126 people, a lot of them, that have been very 
happy out there. Everybody is not complaining. It is just one of 
those things. You use the same sub men. You use the same painters. 
Everybody is doing the same kind of work, and some will turn out 
good, and some will turn out bad. I don’t know what the answer is. 
We pay union scales. We have sub men, licensed contractors, on these 
jobs. And why some jobs will turn out poorly against the ‘others, I 
don’t know the answer. 

Mr. Epmonpson. Do you intend to continue building GI homes in 
California? 

Mr. Tisner.. I have been building in California for 20 years. It is 
my home State. 

Mr. Epmonpson. And you do intend to continue building; do you 
not ? 

Mr. Tisuer. I have been only thinking about getting this one tract 
completed to everybody's satisfaction. 

Mr. Epaonpson. Well, it would just appear to me that if you do 
intend to continue, it would be to your best interest to clear up these 
complaints and to get these folks as happy as you can. 

Mr. Tisuer. We have been doing nothing else but that. We have 
been working on these jobs. We have never left them. I have painters, 
carpenters, plumbers, working all the time. 

I want to ask Mr. Sisk: When he states there are three or four hun- 
dred dollars—of course, that is for 5 or 6 months. Now, when a person 
occupies the home, to all intents they are the owner. Now, they would 
be paying around $67 if they started making their payments when 
they moved in. So in reality, they are not losing anything. Their 
payments would be more than what they paid in rent, Mr. Sisk. You 
see my point? They are not paying more than what they would be 
paying. And when they moved in, they are the same as the owner 
of a house. It is only the matter of getting the deed on record. 

Mr. Sisk. I appreciate your statement there, Mr. Tisher, but the 
point is that that money doesn’t go to pay on the home. 

Mr. Tisner. Well, Mr. Sisk, I wouldn't be able to know exactly 
what percentage of the principal is paid out of that. I don’t have the 
book with me, of the $67 that applies on the principal. But I don’t 
think for the first year—I think maybe only $7 applies on the principal 
and the rest is interest and insurance and taxes, anyway. Vou see ? 
That is what I want to make clear. We don’t want to take advantage 
by getting more money than what they ordinarily would have been 
getting credit for anyway if they made the monthly payments. 

Mr. Sisk. Let me ask you this, Mr. Tisher. You say you are still 
here and have no intention of pulling out until all the complaints are 
satisfied ? 

Mr. Tisner. That is right. 

Mr. Sisx. Is it your definite commitment now that you will correct 
every case of a complaint that the VA says you should correct ? 

Mr. Tisuer. That is correct. And they will testify to the fact that 
I have been doing that for the last 4 months, or since they have made 
these reports. And I never stopped. 
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Mr. Sisk. You will correct not only in Sierra Gardens but also up 
in Atwater and in Livingston and every other tract? You will correct 
to the complete satisfaction of the VA all these homes ¢ 

Mr. Tisuer. I will continue, because I have never stopped. 

Mr. Sisk. I appreciate that you have not ever stopped. But you 
realize of course that by the testimony of many of these people have 
been waiting for months. 

Mr. Tisuer. But I don’t think we have it on file, Mr. Sisk. I think 
some of the people have been holding these off. Because we have 
been following up on the complaints that have been given to us. I 
believe some have been holding off for this meeting and maybe haven’t 
turned them in. But we will follow up on all of them. And 1 would 
like first to have an inspector go over the deals and make a list of what 
has tobe done. You see, that is the problem that we have. 

Mr. Sisx. Of course, you understand that the VA are going to be 
concerned with having these homes completed to the satisfaction of the 
owner. I think that certainly we should realize that. And in fair- 
ness, that is the point that I want to make. I think that one of the 
important things to bring out in this hearing is the basic reason why 
many of these complaints have come up. 

I would, by the way, at this time like to ask you the question with 
respect to the VA inspections. What in your opinion is basically 
wrong, that a lot of these houses have not measured up to the home- 
owners’ expectations after having passed a so-called final inspection ? 

Mr. Tisuer. Well, I would say this. When these homes are com- 
pleted and an inspector goes through them, unless you spend a day to 
find out these little complaints that people have, going over and look- 
ing at a home, 90 percent of the people would never find these little 
things—until they live in it for a while and some of the conditions 
occur after they move into it. But for an ordinary person—and I 
have taken a lot of people, inspectors, through, after a piece of prop- 
erty was completed. And they don’t pick up all the little items that 
the owners do after they are in there. Spots and such things are not 
noticeable. 

I am satisfied that most of these people have looked at the house 
before they moved in, and they hadn’t come to us with any of these big 
problems. So it seems reasonable that they have found them after 
they have moved in, and some of them have occurred after they 
moved in. 

Mr. Sisx. Mr. Tisher, were you of the impression that there were no 
complaints in the Atwater tract? If you recall, in your conversation 
with me a short time ago, all the complaints you knew about were a 
very few here in the Sierra Gardens tract. Isn’t that correct, at the 
time ? : 

Mr. Tisuer. It could have been; yes. Because T had men working 
up there and I meant that the complaints up there were taken care of, 
but there were men working up there for months. There were a few 
that came in today that I didn’t know about. I just got one last night. 
About the painting of one house up there. ; 

Mr. Sisk. Do you want to make any comment on that stove situa- 
tion in Atwater? 

Mr. Tisuer. Well, no. I didn’t know about that. But I was waiting 
for a recommendation so that I would have something that I could go 
tothe manufacturer with and present a reason as to what the trouble is. 


































1406 IRREGULARITIES IN LOAN PROGRAM IN CALIFORNIA 


Mr. Sisk. How soon do you expect to have that ? 

Mr. Tisner. Well, I was just waiting for you gentlemen’s report 
on it, and then I would go to the manufacturer, to know what the 
answer is on that stove situation. 

Mr, Sisk. But you do make the definite statement that you propose 
to stay here and to correct all deficiencies as requested by the VA? 
Mr. Tisuer. Yes, sir; I do. 

Mr. Sisk. Thank you, sir. That is all. 

Mr. Weaver. I was just going to say, Mr. Tisher, that my comments 
are pretty much in line with Mr. Sisk’s, that if you intend to say here 
in business, I think your obligation is to correct the deficiencies with 
the present owners instead of looking forward to prosepective owners. 
Srarr Direcror. Could I ask one other question, Mr. Chajrman ? 
This situation which you describe here, of getting a prospective 
purchaser’s credit approved by the Veterans’ Administration and still 
not finding that Veterans’ Administration approval acceptable to the 
lender, is somewhat unique, Mr. Tisher. Now, we have been in many 
parts of the country and discussed many of these transactions, and 
we know that occasionally a savings and loan bank particularly will 
not be willing to accept the Veterans’ Administration credit report. 
But as a general rule, it has been our observation that mortgage brok- 
ers very generally are willing to stand on the VA credit report and 
take the veteran purchaser basically on VA approval. Now, your tes- 
timony is not consistent with that. 

Mr. Tisner. Well, now, I don’t know how many, but I knew of quite 
a few that we had to sell to “Fannie Mae.” That was a $10,000 deal 
because nobody would take them. 

Srarr Direcror. In other words, you builders are not willing to 
stand per se on the VA credit report ? 

Mr. Tisuer. That is right. And also, it isn’t us. It is the broker 
we are dealing through. We are dealing through McMillan Mortgage, 
through the Peninsula Mortage, and through the Institution Mortgage 
Co., and they work through different banks that they place our loans 
with. 

Starr Drrecror. Do you get many rejections of loans previously 
placed with the VA for approval ? 

Mr. Friepianp. About 10 to 15 percent, maybe a little more. 

Mr. Epmonpson. Do you permit a veteran to move in before the 
VA has approved him? 

Mr. Tisuer. Yes. If we have the loan company approval, we feel 
sure the Veterans will approve him. If we have the Veterans ap- 
proval, then we take the chance. And if we don’t get the full loan, 
we have to go to the Fannie Mae $10,000 deal. 

Mr. Epmonpson. Mr. Tisher, do you want to make this letter a 
part of the record? 

Mr. Tisuer. Yes, sir. 

Mr. Epmonpson. Without objection, then, it will be made a part 
of the record. 

(The letter referred to follows: ) 


OAKLAND, Catir., September 1, 1955. 
VETERANS’ ADMINISTRATION. 


GENTLEMEN : I wish to give some information on the Sierra subdivision, Merced, 
Calif. As to the complaints, that have been sent in to your office, I wish to 
inform you gentlemen, that we have had men working on this tract taking care 
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of these complaints since the houses have been completed, and at no time have 
we left this tract, as all the complaints have been followed up and given the 
proper attention. 

There were a great many houses completed at the same time, and many of 
these complaints were not noticeable, or came about, until after the people had 
moved into the houses, as I am satisfied that all of these buyers had looked over 
their homes, and, had any noticeable defect been present at that time, they 
surely would not have moved into the house before it had been remedied. As 
these complaints came in, it was necessary to contact each sub man for the 
particular work required, and it is well known, that when a sub man leaves, it 
takes some time to get him back, and in some cases we had to call in other sub 
men, as we waited as long as we could without nothing being done. 

At the beginning of this subdivision, I had received my C. R. V. according to 
the plans and specifications that were submitted, and in addition to what the 
plans called for I installed the following items at my own expense, namely: 


Per house 


I I a dent dh snebcainicagunedanawidimnaetaniicen $70 
I Rd a did cia dalevnsencbeniias Meewtnaniedena diastesianans 40 
I EIT i scatters th sspenistenetin matic igi eimai dha sith Ate wtbigee< Oe 
See UR ities ak aa aa saci: a 
ee dit lela el eS eae aaa atin tile aniciin atte sedcceaed 150 

is rear Bink gS Bi 8 a hf a eh hr aik . 355 


A total for 126 homes of $44,730, 

I also have had the State lic ense contractor’s inspector, at my request to go 
over this tract on three different occasions, and he found no justification to 
request a hearing on my part, as -" could see that we were doing all that was 
required, and, in addition to that, I did a great deal more than anyone would 
have requested me to do. 

In addition to this tract in Merced, I also have completed in this past year, 


homes in the following cities, and they are all sold and 95 percent occupied by 
veterans. 


IE siccriniinwiactcacminibiilenidiiansmecobiiiaits Os NS ith rc ntcitsicinsinns sen dieeeleiie 28 
TR ccnct ice ce asi Alina a a 45 
DO EE eee eee es 14 
iid cise opn cna es a” * ee earn 33 


I have been a licensed contractor in the State of California for the past 20 
years, and have never been called before the license board for any hearing. 

Trusting the above information will help you to more clearly appraise the 
situation, I remain, 

Very truly yours, 
C, R. TIsHer. 

Mr. Sisk. I don’t see anything with reference to Livingston. Is 
that going by another name on this list ¢ 

Mr. Tisuer. No; there are a few houses I possibly forgot when I 
was typing that out. 

Mr. Sisk. That is the only other tract, though, that is not included 
in this list that you have? 

Mr. Tisuer. I kind of forget. Let me take just one more look at 
that. 

We have about six houses at Corcoran. These small ones I didn’t 
put in. 

Mr. Sisk. That part isn’t important. All right. 

Mr. “EpMonpson. Do you gentlemen have ‘anything further you 
would like to say to the committee at this time? 

Mr. TisHer. No. That is fine. It is very nice. 

Mr. Epmonpson. I call those associated in Cornet Homes, Mr. Col- 
lins, Mr. Loring, Mr. Gibson, and Mr. Stewart. Come forward, if 
you will, please. 
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Is Mr. Conow also associated with that organization ? 

Mr. Couuins. He is the one. 

Mr. Epmonpson. Mr. Conow, are you present, sir? Would you 
come forward, please 4 

Do you gentlemen have a spokesman you would like to have lead 
off for you in answer to any of these complaints ¢ 


STATEMENTS OF J. F. COLLINS, JOSEPH CONOW, CLYDE LORING, 
AND JACK GIBSON, CORNET HOMES, INC. 


Mr. Corns. I would like to make a statement, if I might, sir. 
J. F. Collins, 2535 Fifth Avenue, Merced. 

Mr. Epmonpson. Can we have a little quiet in the back of the council 
room, please ¢ 

Mr. Cotuins. In the early part of 1954—I am a realtor; I am not 
a licensed builder—in order to meet the ¢ competition that was coming 
in, in no-downpayment veteran homes, we decided to develop a tract 
and to build a certain number of veteran homes. 

To do this, we scouted the area and figured that Atwater would be 
the best location. We at that time went out and secured the services 
of a contractor. And, because Atwater was 7 miles away and fairly 
hard for our real-estate firm to service, we hired an Atwater real- 
estate man. 

Mr. Epmonpson. Would you give the names of the parties ¢ 

Mr. Cotiins. Yes. We hired at that time a firm known as St: ikey 
Builders, Inc. Just prior to the start of the job, they changed their 
name to Cornet Homes, Inc. Mr. Conow was the lead man in both of 
those organizations at the time. Mr. C. J. Loring was the real-estate 
man. 

We submitted plans and specifications given to us by Mr. Conow 
to the Federal Housing Administration, because it was our under- 
standing that if the Federal Housing Administration approved those 
plans and specifications the Veterans’ Administration would accept 
their minimum requirements. 

It was my wish to sell both under the FHA and the VA if I could. 
We received, in time, a master certificate covering the value on these 
homes. On this master certificate, it gave the maximum allowable 
price that we could sell for. It also gave the name of the contractor 
as being the warrantor under these homes. 

We at that time purchased guaranteed veterans money so that we 
could close these loans as quickly as the papers were processed for 
the veteran. Mr. Loring acted, I feel, in a very competent manner 
in selling these homes, and we were going blissfully along on our way 
to vetting them all sold. I was receiving inspection reports from the 
Veterans’ Administration, because we, after the first house, turned this 
over to the Veterans’ Administration for their compliance inspection. 
And I had no inkling that anything was amiss as far as any of the 
homes were concerned. 

As we got down to the first closing, I asked the contractor for a 
statement of his outstanding obligations; and when he submitted ulti- 
mately the statement to me, I could see that he did not have enough 
money coming to pay all of his outstanding obligations. 
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At that time we stopped on 20 homes. We had an ultimate of 30 
homes to build. 

There was a meeting of the various creditors, and at that time mem- 
bers of the creditors group took over the Cornet Homes organization, 
so as to complete those houses and pull themselves out of the thing. 
We were rather reluctant, because we had had cases of complaint. 
The veterans that have complained here today on these homes in 90 
percent of the cases are correct in their complaints. There is nothing 
to my knowledge out there that cannot be corrected. However, they 
had great trouble in getting them corrected. 

It seems to me that we have had absolutely no one that would come 
in to be an arbitrator on these houses. 

Mr. Epmonpson. Did you seek a VA inspector to assist in that 
matter ? 

Mr. Couns. Well, first of all let me go back a little way. A lot of 
these complaints I didn’t hear about. As I say, 1 was going along 
blissfully unaware of anything. The houses were being sold. We 
were receiving compliance inspections saying that everything was all 
right. I was paying the compliance inspector, and I figured that I had 
a pretty good house up there. After the people moved into their homes 
and had a little trouble, we began to see that something was amiss. 

We at that time went to the contractor to see if he would do some- 
thing about it, and he was in such financial straits that he was having 
quite a bit of trouble. 

As soon as the creditors organization took over the contractor, they 
immediately attempted to go back in and correct as many faults as 
possible. 

Mr. Epmonpson. Did they establish a creditor’s committee, a formal 
committee ? 

Mr. Couurns. Yes, they did. 

Mr. Epmonpson. And was there a formal transfer of control of the 
contractor to the creditors committee ? 

Mr. Cotuins. Mr. Gibson is one of the creditors here, and Mr. 
Conow is here. I think they could probably give you that a little 
better than I can. 

Mr. EpmMonpson. We just wanted to fix responsibility at this time, 
if it is possible, before the committee. 

Mr. Cotuins. Now, I, in the meetings that we have had with the 
buyers up there, in Atwater, sat down with the rest, all together, and 
it was agreed that the contractors committee would comply with any 
legitimate request to repair anything that was out there. And in 
order to back that up, I withheld money from the contractor to guar- 
antee such compliance. 

Now, most of those things have been complied with. The committee 
asked myself to go ahead and construct 10 more houses up there with 
the contracting organization, so that they would have some chance of 
coming out on ‘their commitments. We refused to do this until such 
time as we received a bond from the contractor. 

We received that bond. We are now building the other 10 houses. 
And I certainly hope that the compliance inspections I am getting are 
not like the compliance inspections I got. Because I w ouldn’t want 
to get into the same position I am in now. 

68299—55——14 
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We have been here for quite a few years. We intend to stay here. 
And as far as completing those homes satisfactorily is concerned, I 
don’t think there is any question about their being completed satis- 
factorily. 

Of the first 20 people that have gone in there, there have been 4 
referrals from those people for the purchase of homes in the last 10 
that are now being constructed. I think many of the people are satis- 
fied. There are some other people who are not. We have one case 
that is being agitated through their attorney and through our attor- 
ney. The only thing I am seeking to find is that according to the 
papers I have in my files, my houses, the houses that Cornet has built 
for me, have been completed according to minimum property require- 
ments, and that they have been ac cepted by the Veterans’ Administra- 
tion. 

I have bona fide purchase agreements submitted to me by Mr. Lor- 
ing, which everybody has signed, and either I want to know why those 
houses are not in the order ‘they should be or why the veteran should 
not purchase the houses. 

In other words, according to the papers we have, those houses are 
all right. If they are not all right, I wish somebody would come in 
and tell somebody what to do to make them all right. Because on the 
one hand we have a purchaser, and on the other hand we have a con- 
tract. And I look like the pickle in the middle. 

Mr. Epmonpson. Well, to whom should the veteran and the VA in- 
spector go, in your group, to bring an authenticated and recognized 
complaint for correction ¢ 

Mr. Coturns. To the warrantor. 

Mr. Epmonpson. And who is that é 

Mr. Cotirys. That is the Cornet Homes, Inc. 

Mr. Epmonpson. And who is the man in Cornet Homes, Inc., that 
can take care of the problem ¢ 

Mr. Cotxrns. The president of the organization, I believe, is Mr. 
Joseph Conow. And under the warranty that is on the master cer- 
tificate, their name appears on the master certificate. 

I am in the same position, I feel, as the veteran purchaser. If the 
house is deficient, I have got a deficient house on my hands, I don’t 
like a deficient house. I would like to have it brought up to standards. 

Mr. Epmonpson. I think the time has come to hear from some of 
the other witnesses, then, and to see what they are ready and prepared 
to do. 

Mr. Corus. Fine. 

Mr. Epmonpson. Mr. Conow, would you like to take the microphone 
next and give your full name and address ? 

Mr. Conow. My name is Joseph T. Conow. I live at 2569 East 
Ballantine Drive, Merced, Calif. 

In the early part of June of this year, we had had numerous com- 
plaints on some of these houses. Some were minor, and some were 
major. At the time that we had our creditors’ meeting, a control board 
was elected by the creditors, in which Mr. Howell, Mr. J. J. Howell, 
of Fresno, Mr. Jack Gibson, of Merced, and John Stewart, of the 
Mueller SORE were on that control board. 

The complaints that were filed—some of them had been taken care 
of, and some hadn’t. We had difficulty in getting subcontractors back 
on the job to complete their work. 
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So at that time the completion of this work was taken out of my 
hands by the control board. They hired a man by the name of Joe 
Jester, who came up, and the meeting was held in one of the homes in 
Atwater. I forget whether it was LaMar’s or Stitt’s, but a meeting 
was held of Mr. Collins, Mr. Loring, and the committee from the 
Cornet Homes. 

At that time they were asked to prepare a list of any deficiencies, I 
mean discrepancies, in their house, and it would be immediately taken 
are of. 

Those lists were prepared, and we have them on file. They were 
turned over to Mr. Joe Jester, who was employed by the corporation 
from June 23 to July 13, 1955, along with painters, and so forth, which 
he hired through our corporation. 

The only one that the work was not completed on, or that we were 
not allowed to complete our work on, was the Stitt home. The other 
homes were all completed as far as the list was concerned, with the 
exception of Mr. Reed and Mr, LaMar, as far as their hardwood floors, 
and this was done very recently by the floorman. 

The Stitts refused to allow us to go in until they had an inspection 
made. We have been trying to arbitrate as to who the inspector would 
be. We endeavored to get the State license inspector, FHA, and the 
VA inspector in, but in no instance so far have we been able to do that. 

Very recently, a week or two ago, Mr. Stitt and his wife and their 
attorney and Mr. Collins and Mr. Gibson and myself and Mr. Collins’ 
attorney and the corporation attorney, Mr. Cobey, met in Mr. Cobey’s 
office. At that time it was agreed between the parties there that we 
would elect an unbiased representative who would inspect the house, 
and whatever his findings were as far as discrepancies were concerned, 
that they would be accepted, and Cornet Homes would complete that 
work, and everybody would be satisfied. 

The contractor locally was contacted, and it was agreed upon be- 
tween both parties that the man was acceptable to inspect this house 
which he did, and presented his findings. We immediately went up 
to complete the work. And Mr. and Mrs. Stitt told us that they would 
have to confer with their attorney before we could proceed. 

Since that time, which is about a week ago, we haven’t heard any- 
thing. We are now waiting for the finding. But the corporation 
and the corporate members are willing to abide by any ruling or any 
inspector that goes on the job to complete any work that has to be done 
on those 20 houses in Atwater. 

Mr. Epmonpson. Are you the man, now, Mr. Conow, who is in a 
position to negotiate and to take these complaints and to see that they 
are taken care of ? 

Mr. Conow. Yes, sir. I am the contractor for Cornet Homes. I 
am the licensee. I am now employed by the corporation as their gen- 
eral superintendent to handle all of those affairs as far as the con- 
struction is concerned. 

Mr. Sisk. You pronounce your name how ? 

Mr. Conow. Conow. 

Mr. Sisk. Well, Mr. Conow, as I understand, then, you are the man 
responsible to any of these homeowners with complaints. You are 
the man for them to see. Is that correct? 

Mr. Conow. Yes, sir. 
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Mr. Sisk. And they are not to go to Mr. Collins or Mr. Gibson or Mr. 
Stewart, or anyone else. They are to come to you and you are directly 
responsible. 

Mr. Conow. That is right. 

Mr. Sisk. And you have stated that you will put these homes in the 
condition required by VA inspectors or such other inspectors as are 
directed to go through the homes and bring them up to the standard 
required by that inspection; is that correct ¢ 

Mr. Conow. That is right. I will. 

Mr. Sisk. That is all, Mr. Chairman. 

Mr. Epmonpson. I would like to ask Mr. Gibson to give his name 
and address, for the purpose of getting it. 

Mr. Ginson. Jack Gibson, 200 South Bear Creek. 

Mr. Epmonpson. Mr. Gibson, I just wanted to ask you if that is 
your understanding of the present location of responsibility in Cor- 
net Homes; that Mr. Conow is the man to see, and he is the man who 
will take care of complaints brought to his attention by the VA inspec- 
tor or certified for action by the VA inspector. 

Mr. Gipson. That is correct. 

I was brought into this thing. I am not in the building business 
and had no intentions of ever getting into it. I am the one large 
creditor in Merced on the back 20 houses, and I was put on the board 
of control by the local creditors to handle the money. But Conow 
will be responsible for any of the back repairs that have to be made; 
but we will see that they are made if the complaints are turned in to 
Mr. Conow’s office. 

Mr. Epmonpson. I thank you. 

Mr. Sisk. Mr. Collins, do I understand that some of these houses 
are FHA; is that correct ? 

Mr. Cotuins. About 3 or 4 of them, Mr. Sisk; yes. 

Mr. Sisk. Mr. Conow, will you make the same statement with refer- 
ence to the FHA houses and with reference to taking care of the com- 
plaints and complying with the inspection on the FHA houses, exactly 
the same as on the VA houses; is that correct ? 

Mr. Conow. Just for a matter of record, these houses were not built 
FHA-inspection. They were built VA-inspection. But those that 
are being sold FHA, if the inspector comes, we will comply with his 
inspection or the VA inspection. 

Mr. Sisk. On the FHA homes, you will comply with their inspec- 
tion and requirements, as you have already stated you would do by the 
VA? 

Mr. Conow. That is right. 

Mr. Epmonpson. Just to complete the record on this thing, I would 
like to have Mr. Loring identify himself and give his address. 

Mr. Lorine. I am Clyde Loring, Jr., and I live at 1560 Fifth Street. 
And as Mr. Collins explained, he employed Loring Realty to handle 
the sale of these houses, which I am an independent contractor for. 
And I did sell 20 of the 30 houses in question. Of course, my money 
was earned when I sold the house. However, we have felt that we 
wanted to go through with it and see that the people were taken care 
of, inasmuch as we do have a good name, we feel, in Atwater, and we 
wish to keep it, and we are interested in the resale of these houses. 
And of course we are always looking for more business. 
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Mr. Epmonpson. Mr. Loring, as the man who sold these houses, 
you are probably the one that these people will go to first, I imagine, 
in connection with any complaints that they have. 

Mr. Lortna. Yes, we are showered with phone calls from the pur- 
chasers, or have been in the past. 

Mr. Epmonpson. Well, we hope you will do your part to locate the 
responsibility for action where it now is agreed it should be, and that 
is with Mr. Conow. ~ 

Mr. Lorine. We certainly will; although we always appreciated it, 
and we think possibly it is a little better if the people make their com- 
plaints directly to Cornet Homes, because I might forget some of the 
detail in relaying the message. 

Mr. Sisk. Mr. Chairman, I would just like to ask Mr. Collins, with 
reference to VA inspections: 

Of course, that has been one of my prime concerns in this, Mr. Col- 
lins, as to just what extent the VA inspections are standing up, and 
where they are not. Now, as you have already stated, you were rely- 
ing on these homes to be in accordance with specifications in every way 
when the VA i inspected them. I would like for our benefit to have you 
comment in any way you wish as to what your opinion is at the present 
time of the VA inspection. 

Mr. Coturns. I think, Mr. Sisk, that the plans speak for themselves. 
We had an approved set of plans and specifications. I have got inspec- 
tion sheets in my files on each of these houses that says that those 
houses complied with plans and specifications. And now we have all 
of this trouble. 

I might say that we have not had that trouble in the past on FHA 
homes, where we have inspectors working on a salary for the Govern- 
ment. I don’t know if a man on a fee inspection basis can properly 
inspect on the fee that he gets for inspection. It is not his full-time 
job. 

It seems to me that the main issue in point here is some breakoff 
point, somewhere where the inspector, the purchaser, and the contrac- 
tor can go through one of these houses and check over the list together 
and say, “This house is complete. I accept this house. It is now 
under the 1-year warranty.” 

To this point there is no breakoff point. A person can go in and 
take care of the list of deficiencies, and as soon as that list is completed 
there will be another list of deficiencies to take care of. Now, the 
veteran can make that go on and on and on by not signing his papers. 

Now, just to say that the veteran can move out and go blissfully 
on his way is one thing. But the man has left a used house when 
he does that. Your money commitment is not there. 

So it seems to me that it is mandatory that there be some breakoff 
point where the inspector, the purchaser, and the contractor go 
through and signify that the house is complete and that everybody is 
happy with the « exception of the 1-year warranty. 

Mr. Sisk. Mr. Collins, I believe, under VA, that a house goes 
through three inspections, approximately. Is that right, or are you 
familiar with that ? 

Mr. Cotuins Well, we have three inspection certificates on our 
houses, and then, because our offsite improvements were not completed 
at the time the last inspection was made, there was a reinspection for 
offsite improvements. 
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Mr. Sisk. Now, assuming in each inspection those houses had meas- 
ured up completely to all the requirements with reference to minimum 
as well as good workmanship upon the inspection, do you feel that you 
would have had ae trouble that has occurred ¢ 

Mr. Cottrns. I don’t see how I could have, except in things that 
might take place under the warranty situation. In the case of these 
hardwood floors, I am not a builder myself, but if those hardwood 
floors are not going to buckle for 3 or 4 months, that couldn’t possibly 
be taken care of at the time. But it seems to me that under the 
warranty it should be taken care of. 

Mr. Sisk. I believe that is all, Mr. Chairman. 

Mr. Epmonpson. I think that is all, then. Thank you, gentlemen. 
Mr. Winton ? 

Mr. Winton, I understand you are a former department commander 
of the VF W and want to make a 5-minute general statement here. 


STATEMENT OF GORDON H. WINTON, JR., MERCED, CALIF. 


Mr. Winton. That is correct. 
Mr. Epmonpson. Will you give your full name and your address, 
please ? 

Mr. Winron. My name is Gordon H. Winton, Jr. My business 
address is room 10, Shafer Building, Merced, Calif. 

In your opening remarks, Mr. Chairman, you invited a general 
statement. I was State commander of the Veterans of Foreign Wars 
in California for the years 1953-54, just a little over a year ago, and 
particularly when this Tisher addition came up here, the matter 

came to my office as an attorney and because I had been interested in 
veterans’ affairs. 

I have investigated some of the complaints myself. I have listened 
to their stories. And I want to make a general comment on the VA 
building program. 

Basic vally, the veterans’ guaranteed loan program I think is a sound 
one and very beneficial to the veterans of this Nation. How ever, when 
problems such as have been aired here today come up, we start looking 
around and wondering what we can do to correct it. 

I think your committee has already heard this. Mr. Collins 
touched on it in his last statement. But I think one of the biggest 
faults at the present time is having inspection on a fee basis. 

As I understand it, the inspector gets paid $5 an inspection. He 
is allowed to make $12,000 a year, a thousand dollars a month, I 
believe. That is his maximum. He is also allowed to be in business 
on the outside. Some of the inspectors are contractors on their own. 
They have their own contracting business on the side. Others have 
various other types of businesses. I do not feel that that leads to good 
inspection, particularly in a community where a contractor who is the 
inspector may be in effect a competitor of the contractor whose build- 
ings he is inspecting. 

The inspector, if he makes 50, or to make it more conservative, 20 
inspections a day, earns his hundred dollars for that day. And 
then perhaps he can rest or go out on his own job. I do not think 
it leads to thorough inspections. In fact, on tracts the size of the 
tract here in Merced, 139 or 140 homes, it would seem to be advisable 
that you have a resident inspector who can check it as it goes up 
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instead of having a man come there three times during the period of 
construction of the house. 

A further thing I wanted to say on that is as to the cost to the 
Government. The veteran pays for the inspection. He pays $5 an 
inspection, plus mileage, as I understand it, to the inspector. Now, 
if that fee were paid directly to the Veterans’ Administration, instead 
of going to the inspector ultimately, it seems to me that those fees 
would cover the cost to the Government of the hiring of inspectors 
who would be—I use the word advisedly—independent as far as the 
contractor and the developer would be concerned. 

Now, I am not intimating in any way that any inspectors have been 
biased, or anything else, but I think the present system leads to hasty 
inspections. I think the present system has generated—TI know it has 
generated—among some of the veterans who were purchasing, a 
distrust and a suspicion of the inspections. I think that would be 
eliminated should the inspectors be on a salary from the VA. 

There is one other further point I want to make, not on that at all. 
But that is on this business of the veteran paying rent after he is in. 

I know some of the veterans who moved in here told me that they 
were not advised, prior to the moving into the house, that they were 
going to have to pay rent. Most of them were, however. But some 
of them said they did not know they were going to have to pay rent 
until after they moved in. After they moved in, they were brought 
a rental agreement to sign. They signed that rental agreement. 
They never received a copy of it in most cases. In fact, I know of no 
case in which they received a copy of that rental agreement, although 
they were told it was to be mailed to them. 

They were also told that rental agreement provided that the rent 
would cease upon the VA approval of their loan. In many instances 
the VA had approved their loan before they moved in. And yet the 
rent went on for 5 or 6 months until their deed was recorded. 

It seems to me that with competent inspection, the veteran should 
not be allowed—now, I know there is pressure on him to move in, 
but the veteran should not be allowed to move into that house until 
it has received the final inspection from the VA. And if that is true, 
and their papers are in order, there should be no long period of delay 
in completing the papers. 

Incidentally, I believe that the advertisements are very often mis- 
leading. They say $275 closing costs, no downpayment, monthly pay- 
ments. They do not indicate in those advertisements that the veteran, 
or the person buying, is the one responsible for obtaining the loan. 
However, if you will read the fine print in some of the escrow instruc- 
tions, the veteran is the one upon whom the ultimate responsibility falls 
to obtain the loan. 

However, all the way through the transaction the veferan is led to 
believe that the loan is here already. “All you have to do is have 
your credit approved by the VA, and it goes through.” There is 
nothing said in many instances about, “We have to wait for a loan- 
ing institution to take that loan over.” They say, “You get your VA 
approval on your loan,” or the words they use in their advertises 
ments, “to qualified veterans,” leads them to believe that it is the 
veterans whose credit is approved by the VA. 

Therefore, they move in, they get stuck, and I think that is one 
thing that the VA could eliminate. 
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And particularly I think the VA should make sure that these vet- 
erans understand their obligation for rent before they move in, if 
they do move in before final completion. I think maybe I haven't 
appraised it as well as it could be, but I want to close by saying that 
[ am speaking personally and not as a representative now of the 
Veterans of Foreign Wars. I know their national policy and their 
State policy is very much behind veterans’ housing, because they be- 
lieve it is beneficial to the veterans and by and large has contributed 
substantially to the welfare of the veterans and the Nation. 

Thank you. 

Mr. Epmonpson. I think you have made a very thoughtful state- 
ment. 

Does anyone care to question the witness ? 

Mr. Sisk. I would just like to commend Mr. Winton on his interest 
in this, because I have had an opportunity before to discuss it with 
him. I know he has been very much interested in veterans, and I 
appreciate his taking the time and coming up and making this very 
excellent statement. 

Mr. Weaver. I was very happy to hear your remarks, sir. 

Mr. Epmonpson. Thank you, Mr. Winton. 

Is Mr. Meiring here? Ted Meiring? 


STATEMENT OF THEODORE MEIRING, OAKLAND, CALIF. 


Mr. Merrmc. My name is Theodore Meiring. I am a tile con- 
tractor on 1209 Byron Avenue, Oakland. 

Srarr Drrecror. Mr. Meiring, you are, as we understand it, the 
subcontractor a“ installed the showers. 

Mr. Meirinc. The tile in the showers; yes. 

Mr. Gieniinnet: The tile in the showers in Sierra Gardens. 

Mr. Metrine. That is right. 

Mr. EpmMonpson. And, of course, we have heard the discussion here 
as to the failure of those showers. And can you tell us how they got 
installed erroneously in the first instance ? 

Mr. Merinc. The shower pans were never put up for VA or FHA 
inspections. VA and FHA inspections called for the pan to go up 8 
inches and up and over the curb, which is a step into the shower. 
And in most cases—in no case did I find any of them that went over 4 
inches, and in lots of cases the shower drain was above the shower 
pan, in quite a number of places around the shower. 

Srarr Director. Mr. Meiring, do we understand that you did the 
correction, or the original installation ? 

Mr. Metrinc. We did the original installation. 

Starr Director. Why were they done wrong, then? Did you real- 
ize that they were being erroneously installed ¢ 

Mr. a 1nG. I did not. I sent’a union tile setter down to do the 
job. I did not make a personal inspection of the job before, because 
I figured Mr. Tisher’s superintendent, Mr. Hassler, knew his busi- 
ness, and for that reason I didn’t figure there was any need in geing 
down and making the inspection, and besides he put the pressure 
on me to get star ted on the jobs. 

Srarr Direcror. Did he give your men down there erroneous instruc- 
tions as to how he wanted the showers installed ? 
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Mr. Merrie. I don’t think he gave the men any instructions except 
to put the tile in. 

Srarr Direcror. Then does the responsibility add up to an error 
of judgment on the part of that individual, then ¢ 

Mr. Merrine. I would say that the error lies in the fact that the 
inspection should have been made on the shower pan prior to any type 
of material going over it. 

Mr. Sisk. Mr. Chairman ? 

As I understand it, you did not install the shower pans. 

Mr. Merrine. No; we did not install the shower pans. 

Mr. S1sk. Do you know who did install the shower pans ? 

Mr. Merrine. The roofer installed the shower pans. 

Mr. Sisk. How do you account for that? I understood this was a 
union job. 

Mr. Metrina. It was a uniform job. 

Mr. Sisk. Is that the normal procedure, for the roofer to install 
shower pans? 

Mr. Merrinc. The normal procedure is for the plumber to put in 
the shower pans. And according to VA and FHA inspections, they 
xre supposed to have subdrain in them, which these did not have. 

If they did, they were buried under the concrete. 

Mr. Sisk. You were simply called down here, then, to put in the 
tile. You had nothing to do with the shower pans? 

Mr. Merrine. We had nothing to do with the shower pans, nothing 
to do with the plumbing, and nothing to do with the inspections of 
them. 

Mr. Sisk. Mr. Meiring, if you had any further statement you wished 
to make, that was just a point of clarifying. 

Mr. Merrina. Personally, I believe that there should be a better 
inspection. of all FHA and VA homes. These 3 inspections that we 
have on the houses, sometimes 4—I don’t think they are adequate. I 
think that the inspectors should be competent and perhaps most of 
them are competent inspectors. But I say that there should be experi- 
enced building tradesmen to make these inspections. 

Mr. Epmonpson. Do you think there was any obligation on your 
man when he discovered that the preparation for the tile was not 
correct? Do you think there was any obligation on his part to call it 
to someone’s attention before he went ahead and put the tile in? 

Mr. Merrie. I donot. Because he isn’t required to know the codes 
of other craftsmen. He knows his own job, and he isn’t supposed 
to know plumbing. Or, as a matter of fact, there is a State law that 
says we can’t touch any of the plumbing. 

Mr. Epmonpson. When did it come to your attention that the 
preparation was incorrect ? 

Mr. Mereine. After the 126 houses were put in, 50 from Mr. Mar- 
quis and Mr. Dupres and 76 from Tisher. 

Mr. Epmonpson. Did you do the corrective work on the tile that 
was necessary when they repaired it? 

Mr. Merrina. No; I went back, or sent men back and spent between 
twelve and fourteen hundred dollars on repairing the work. It never 
dawned on me that the shower pans were not capable of holding the 
water, or that there weren’t weep holes—weep holes or subdrains, as 
we call them—that would take off the surplus water. Consequently, 
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when the water runs over the top of the pan, it has got to go someplace, 
and it goes through the rest of the house. 

Mr. Epmonpson. Thank you very much, Mr. Meiring. 

I wonder if Mr. Sarles and any people he wishes to bring along 
with him would like to come forward. 

Would you give your full name and identify yourself as to address 
and position, Mr. Sarles? 


STATEMENT OF DUANE Y. SARLES, LOAN GUARANTY OFFICER, 
SAN FRANCISCO REGIONAL OFFICE, VETERANS’ ADMINIS- 
TRATION 


Mr. SaRLes. My name is Duane Y. Sarles, S-a-r-l-e-s, loan guaranty 
officer of the San Francisco regional office of the Veterans’ Admin- 
istration. 

Mr. Epmonpson. Would you identify the gentlemen who are here 
with you 4 

Mr. Sarues. Mr. Robert Bierer. He is Chief of the Construction 
Analyst Unit in the Appraisal Section of the Loan Guaranty Divi- 
sion. And Mr. George Beach, B-e-a-c-h. He is the staff construction 
analyst in our office, the Loan Guar anty Division. 

Starr Director. Mr. Sarles, perhaps the best procedure would be— 
you have heard this testimony here all day, and it is related to several 
projects, the Serra Gardens, the project of Mr. Tisher’s up in Atwater, 
the Cornet Homes, and 1 or 2 others. Is there anything you would 
like to say in the nature of a general comment about V A's participa- 
tion in those projects, in defense of your mspections, or relating to 
the inspections, or more particularly, where you stand now as to a 
followup on the commitment of these builders that they are willing 
to stand by your inspections for appropriate corrections in these 
subdvisions ? 

Mr. Sarues. Yes, sir. I will make just a brief statement and then 
ask Mr. Bierer to comment on the inspections. 

I was not familiar with the details of this situation down here until 
fairly recently. I knew that there was a complaint about Sierra 
Gardens, but our Appraisal Section was handling it, and I knew noth- 
ing of the details. 

As to our willingness to settle the matter and as to what should be 
done, we will be glad to have anyone from our office come down here 
to make an inspection and instruct the builder what in our opinion 
should be done to correct the faults and see that the builder does so. 

Starr Drrecror. Could I interrupt you right there, Mr. Sarles? 
Now, in the nature of procedure, do you need to get these house-to- 
house complaints from the homeowner first, or are you going to go 
into the project on a general basis? Just how do you expect to pro- 
ceed ? 

Mr. Sartes. Well, in Sierra Gardens, we did receive complaints in 
the office and sent Mr. Beach down from our office to inspect the houses 
in which we had received complaints. 

That is our general procedure, and if there are any complaints in 
any tract or any individual house that has been inspected by a fee 
inspector of the VA, we must have that complaint in writing from 
the veterans, so that we know the veteran’s name, the address, and the 
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2) exact complaints that he is referring to. That becomes a definite 
part of his file in our office. 

Srarr Drrecror. Then it would be very helpful if all of the indi- 
~ viduals involved in these various projects would write separate letters 
to you, listing their complaints? That would be helpful? 

S Mr. Saries. Very much so. That is what we wish. 
A group complaint is not of very great help to our office. Because 


we have found that with several signing a complaint, it is very gen- 
t, al in its statement of what the trouble is. And unless it is the rare 
5 aicanpihlies every property owner has exactly the same complaint. 
There are often several items that are similar in the houses. But we 
must file those complaint letters in the individual veteran’s file, so that 
y it can become a record as to what has been done about it. And un- 
1- less we receive those individual complaints, it is very difficult to take 
‘are of it, although we often do step into a group complaint situation 
"e and then request the individual letter later, so that there is no delay 
in getting into it. 
n Starr Director. Then to get about these matters promptly, it would 
a be helpful if you could receive the material from these projects 
n promptly, would it not? 

Mr. Sarues. Very much so. 

Srarr Direeror. And you can follow up, you have the manpower 
al to follow up, on the inspection, and you will then assume the position 
r, of diree ting the contractor or builder to correct the justified items. 
ld Mr. Sarwes. As quickly as possible. We do not have the manpower 
2- to follow up the next day that we get a letter. It is often 10 days be- 
tO fore we can get a person from our office out to a place where we have 
a received a letter. But there is no delay of weeks before we get out. 
1 It is usually a matter of a week or 10 days before we have somebody 
a on the project. 

Our regular procedure on complaints: When we receive a letter from 
on a veteran for whom we have guaranteed the loan, we write the builder. 

We send a letter to the builder, informing that builder that we have 
il received a complaint from this individual at such and such an address, 
ra and giving the items that they are complaining about, and we request 
h- that builder to contact the veteran and make the corrections. And we 
then write a letter also to the veteran, informing him that we have 
he notified the builder of their complaint. And we usually have a fol- 
re lowup of 30 days in which to hear from the builder that he has or has 
Qn not—or, that he has fixed up the matter. And if he hasn’t, we prac- 
tically always receive a letter from the veteran that the builder has 
3? not. been there. 
o. In that situation, then, we send someone out from our office to fix it. 
- Now, in the majority to the builder, that first letter to the builder, 
> accomplishes the result. And then we, when we receive a letter from 
the builder that he has received it, write the builder stating that we 
n have received such a letter and ask him to notify us if the corrections 
2S have not been satisfactory. 

Mr. Epmonpson. Mr. Sarles, I think it would be interesting to the 
7 veterans who are gathered here to know just what action the VA has 
- taken nationally against certain builders—and there have been many 
ua builders—who have failed to live up to the requirements of the VA 


* on building. Isn’t it a fact that literally scores of builders throughout 
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the country have been disqualified from making any further VA 
loans? 

Mr. Sartes. Yes, sir. 

Our regulations permit a local office, in case we get a complaint in 
which our office considers it a justified complaint, if the builder does 
not fix up that complaint as we request him to do, and will not—then 
we have the authority to suspend that builder from further operations 
with the VA. And we have suspended 8 or 9, perhaps, in our area 
since we have operated. 

Mr. Epmonpson. You have suspended 8 or 9 California builders for 
a failure to comply with the regulations ¢ 

Mr. Sares. Yes, sir. Only two of those, however, have been per- 
manent suspensions, wherein they did not fix the matter up. And in 
fact, those two have ceased to do any further GI building. 

The others, when they did comply with all our requirements, and 
thereafter we had no trouble—we continued doing business with them. 
In this one case down here, we temporarily w ithheld issuance of cer- 
tificates of reasonable value from Mr. Tisher until such time as he 
would go in and fix up the situation here at Sierra Gardens. It was 
necessary to state that to get the matters actively fixed up. 

Mr. Epmonpson. Mr. Sarles, have you pretty well considered your 
remarks ¢ ° 

Mr. Sarves. The general remarks? Yes, sir. 

Mr. Epmonpson. I understand you have a plane to catch at 5:45, 
and that Mr. Corbitt also has to catch the same plane. I wonder if 
we might not have at this point a statement from Mr. Corbitt, and then 
these other two gentlemen, who, I understand, are not required to catch 
that plane, might add any further statements. 


STATEMENT OF J. GLEN CORBITT, MANAGER, VETERANS’ ADMIN- 
ISTRATION REGIONAL OFFICE, SAN FRANCISCO, CALIF. 


Mr. Corsirr. Mr. Chairman, I have previously stated my name. 
J. Glen Corbitt, manager, Veterans’ Administration regional office, 
49 Fourth Street, San Francisco. 

I want to express to you, Mr. Chairman, my deep appreciation for 
your many courtesies extended to us both at Redding and here at 
Merced, and to Mr. Sisk. I enjoyed being here in your district. I 
know of your interest in veterans, because I have received many of 
your letters. I invite you to come to see us when you have time. And 
Mr. Weaver, from Nebraska—TI have visited in his district too, 
where I have some relatives. 

I know of your fine reputation and your interest in veterans. 
Through you this morning, there was extended to all of the veterans 
present, their wives and others, the information that if they have 
compl: 1ints about their homes I invite them to write to me personally 
in San Francisco in our office. I assure you, I assure them, that action 
will be taken. 

You have heard Mr. Sarles state that we are not overstaffed per- 
sonnelwise. But with what we have, we will do the best we can, 
and we hope in time to alleviate this situation and have these correc- 
tions made. 

Mr. Epmonpson. On that point, Mr. Corbitt, I think you gave me 
some figures yesterday that would be of interest on what your staff, 
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insofar as inspectors are concerned, amount to, and on the total num- 
ber of loans that you have to supervise with those inspectors. Would 
you give those figures for the record ¢ 

Mr. Corsirr. Yes, sir. We have 10 people in our inspection section. 
We have guaranteed and insured loans in the California 43 northern 
counties in the amount of 243,000. The total accumulated dollar 
responsibility is $1,822,500,000. 

Mr. Epmonpson. So you have more than 200,000 loans that your 10 
men who are on a full-time basis in the inspection service have to be 
responsible for. 

Mr. Corsirr. That is correct. 

Mr. Epmonpson. I hope that we will repair that situation with 
more full-time staff inspectors. Because I am convinced that that 
would be part of the answer to these difficulties we are running into 
all over the country. 

Mr. Corsirt. I certainly agree with you, Mr. Chairman. 

Mr. Epmonpson. Did you have any further statement ? 

Mr. Corsrrr. No, sir. 

Mr. Epmonpson. Thank you very much for your statement and the 
spirit you have demonstrated in wanting personally to undertake a 
correction of these complaints and these problems where they exist. 

Mr. Sisk. I want to thank you publicly, Mr. Corbitt, for coming 
down to Merced today. We appreciate very much your very excellent 
statement. 

Mr. Epmonpson. Now, if either of the two gentlemen from the Con- 
struction Analysis Branch would like to make a statement while the 
other sees that the chiefs get to the plane, elect a spokesman, and the 
other can take them on out to the plane if you like. 


STATEMENT OF ROBERT C. BIERER, SUPERVISOR, CONSTRUCTION 
ANALYSTS UNIT, SAN FRANCISCO REGIONAL OFFICE, VETERANS’ 
ADMINISTRATION 


Mr. Brrrer. First, Mr. Chairman, are there any questions that you 
have? 

Mr. Epmonpson. Are you in the same office with Mr. Sandow, who 
testified up at Redding? 

Mr. Brerer. Yes. I am now the supervisor of the Construction 
Analysts Unit. 

Mr. Epmonpson. Then he is under your supervision ? 

Mr. Brrrer. No, Mr. Sandow is what we call an inspector at large. 
Up until possibly 6 months ago, Mr. Sandow was in the position that 
I now occupy. At that time I was under Mr. Sandow. 

Mr. Epmonpson. I wonder if you would like to amplify in any way 
the statement made by Mr. Sarles or by Mr. Corbitt as to the VA’s 
readiness to assist in cleaning up this problem that we have in some 
of these developments. 

Mr. Brerer. I think both Mr. Corbitt and Mr. Sarles covered it 
quite well. I could go into a little further detail as to our procedure 
as far as complaints are concerned, which is the critical thing at the 
moment. 

We receive a complaint, say, what we call a mass complaint, in 
that it is a dozen or more, and we send a staff man out to inspect 25 to 
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50 percent of those complaints. He gets the pattern of those com- 
plaints, and then he in turn calls upon a compliance inspector to make 
the balance of the inspections. 

They each outline to the builder what is to be accomplished through 
these inspections. The builder in turn notifies us that he has done 
it, and in some cases does it under our inspection. In other words, 
certain facts that have been mentioned here this afternoon have re- 
quired several inspections during the process of the corrective meas- 
ures. 

In general, at the finish the builder notifies us that the complaints 
have been corrected, and we send a staff man out to inspect it and to 
make sure that they are corrected. Then we mark the case closed. 
Mr. Corbitt pointed out, and you agreed with him, that an increase 
in staff personnel would be very helpful. And it would. We are 
building at all times possibly 20,000 houses, and we have 10 men to 
look after it. 

Srarr Drrecror. Could you say at this point how many fee ap- 
praisers and inspectors you have in addition to your staffl people? 

Mr. Brerer. As to the appraisers, I am not quite certain, although 
J] believe there are ninety-odd. 

The fee inspectors are what we call compliance inspectors. We have 
56 at the moment. That is for all of northern California, 

Now, bear in mind that most of our inspectors are located in the 
San Francisco Bay area, the Fresno area, and the Sacramento area, 
those being the three places where most of the building is taking 
place. 

Mr. Epmonpson. Do you have anything further of this witness? 
Thank you, gentlemen, very much. 

Did you have anything you wanted to add, Mr. Beach ? 

Mr. Beacu. No, sir, I ‘would be glad to keep still. 

Mr. Epmonpson. I might say this. I think there has been some 
evidence here of real diligence and real activity on the part. of in- 
spectors. I think there has also been some evidence of the complete 
failure on the part of the inspector to function as he should function. 
And I hope that you gentlemen have taken note of where each has 
been present and will follow up on those pieces of evidence that 
we have had here. 

Mr. Brerer. I would like to make a little further statement. I 
think that today has pointed up on the part of the builder what I 
would call managerial negligence. On the part of the Veterans’ Ad- 
ministration, we do need tighter third inspections. I think Mr. Jen- 
kins will agree very he: artily with that. Now, to make those tighter 
third inspections, we need more personnel. 

Mr. Epmonpson. I quite agree with you on that. I think you need 
more personnel, and I have no doubt whatsoever that there is going to 
be a definite effort on the part of this committee to see that appropria- 
tions are provided for more inspectors to be on a full- lana aSIS aS 
inspectors. 

Mr. Brerer. That is where we need them. 

Mr. Epmonpson. Thank you very much. 

Mr. Brerer. Thank you. 

Mr. Epmonpson. I would like to make this general statement, not 
at all in the way of soliciting additional complaints, because the last 
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2 days we have heard a good many complaints. But I think in con- 
nection with the complaints that we have heard about today, and any 
others of which you have firsthand knowledge, which might not have 
been brought to the attention of the VA, it would definitely be in the 
interest of an ear ly solution to this problem, here, if those complaints 
which are not a matter of written record be made a matter of written 
record with the VA within the next 2 weeks if possible. And I am 
sure that those men connected with these projects will welcome seeing 
them cleaned up at as early a date as possible, too. 

So I hope you will take note of that suggestion, which men from 
the VA office in San Francisco expressed just a little bit ago, and see 
if we can’t move along toward a better picture in this area. 

Before closing these hearings, is there any person who had wanted 
to be heard by this committee and has not yet had an opportunity to 
give his statement ? 

Then I will thank those of you who have remained here through the 
day for your patience. I want to thank the city government, here, 
for making available these very fine and really ide: I accommodations 
for the committee. 

Mr. Sisk, do you have anything you would like to say before we close 
the hearings ? 

Mr. Sisk. Well, Mr. Chairman, I would like to take this opportu- 
nity, on behalf of the people of Merced and the surrounding area, to 
express to you my very deep appreciation for having come out from 
your homes, and to Congressman Weaver from his home in Nebraska, 
to be here today and to take part in these hearings. I deeply appre- 
ciate it, and I want to express to Congressman T eague, chairman of 
the Veterans’ Affairs Committee, and to all members of the committee, 
appreciation for their deep interest. And I would like at this time to 
assure the many veterans who have appeared here today that we are 
not dropping this and that we are continuing to be interested in seeing 
that such problems as you have are rectified at the earliest possible 
moment. 

And again I would like to add also my appreciation, along with that 
of the chairman, for the very nice accommodations which the ¢ ity of 
Merced has so kindly furnished us here today. Thank you. 

Mr. Epmonpson. Mr. Weaver, did you want to make a closing state- 
ment ? 

Mr. Weaver. I would just like to thank everybody here for their 
many courtesies that have been extended to me and to the committee 
members, and to Mr. Sisk and all others who were so helpful in making 
the presentation of this material possible. It is nice to be in Cali- 
fornia. 

Mr. Epmonpson. Did you want to make a further statement, Sen- 
ator? 

Mr. Copsey. Mr. Chairman and members of the committee, I would 
merely like to urge you to give all the consideration that you can to 
the economic feasibility of hi aving resident tract inspectors who will 
be here during the entire construction program and who will be able 
to catch these troubles before they occur. 

Mr. Epmonpson. Thank you, sir. 

Mr. Coney. I realize that that may be economically impracticable, 
but I wish you would bend your efforts toward seeing whether some- 
thing along that line can be realized. 
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Mr. Epmonpson. While we are passing out bouquets, here, I want 
to bestow one upon our reporter, Jack Kelley, who has been going full 
time now for 2 days. And as far as I know, he hasn’t lost the ball yet. 

The committee meeting will be adjourned. 

(Whereupon, at 5:25 p. m., the hearing was closed.) 
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WEDNESDAY, SEPTEMBER 14, 1955 


House or RepresentTArIveEs, 
SUBCOMMITTEE ON HousING OF THE 
CoMMITTEE ON VETERANS’ AFFAIRS, 
Los Angeles, ( Jalif. 

The subcommittee met at 10 a. m., pursuant to call, in room 229, 
Post Office and Federal Building, Hon. Ed Edmondson (chairman of 
the subcommittee) presiding. 

Present: Representatives Edmondson and Weaver. 

Present also: Representative Roosevelt of California, J. Buford 
Jenkins, housing consultant, and Oliver E. Meadows, staff director. 

Mr. Epmonpson. The Special Investigating Subcommittee of the 
Committee on Veterans’ Affairs of the House of Representatives will 
come to order. 

I will ask the staff director to call the roll of the members of the 
special committee. 

Starr Director. Mr. Edmondson. 

Mr. Epmonpson. Here. 

Starr Drrecror. Mr. Shuford. [No response. | 

Mr. Weaver? 

Mr. Weaver. Here. 

Mr. Epmonpson. Let the record show that with 2 of the 3 members 
present, there is a quorum present for the subcommittee. And I will 
ask the reporter to record the arrival and departure of any members 
of the quorum. 

This hearing i is being held pursuant to the authority granted by 
section 722 of the Rules of the House of Representatives as specifically 
authoized by House Resolution 63, approved by the House of Repre- 
sentatives on February 2, 1955. A copy of House Resolution 63 will 
be inserted in the record at this point. 

(The resolution referred to follows :) 


[H. R. 63, 84th Cong., 1st sess. ] 
RESOLUTION 


Resolved, That the Committee on Veterans’ Affairs, acting as a whole or by 
subcommittee, is authorized and directed to conduct a full and complete investi- 
gation and study of the following programs of benefits for veterans and their 
dependents and survivors: 

(1) The programs of compensation and pension ; 

(2) The programs of hospitalization, domiciliary care, medical and dental 
care and treatment, and furnishing of prosthetic appliances ; 

(3) The insurance and indemnity progranis ; 
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(4) The housing and business loan programs, and the program of furnish- 
ing assistance for the acquisition of specially adapted housing; 

(5) The programs of education and training (including vocational rehabili- 
tation) ; 

(6) The furnishing of burial allowances; and 

(7) The furnishing of unemployment compensation under the Veterans’ 
Readjustment Assistance Act of 1952; with a view to determining whether 
or not such programs are being conducted economically, efficiently, in the 
best interests of the Government and the beneficiaries of such programs, and 
in such a manner as to avoid the misuse of Government funds; whether or 
not such programs adequately serve the needs and protect the welfare of 
the beneficiaries of such programs; and whether changes in the law or in 
the administration and operation of the programs either will lead to greater 
efficiency and economy or will make such programs more adequately serve 
the needs of the beneficiaries of such programs. The committee shall not 
undertake any investigation of any matter which is under investigation by 
another committee of the House. 

The committee shall report to the House (or to the Clerk of the House if the 
House is not in session), as soon as practicable during the present Congress, the 
results of its investigation and study, together with such recommendations for 
legislation as it deems advisable. 

For the purposes of this resolution the committee or any subcommittee thereof, 
is authorized to sit and act during the present Congress at such times and places 
within the United States, its Territories, and possessions, whether or not the 
House is in session, has recessed, or has adjourned, to hold such hearings, to 
require the attendance of such witnesses and the production of such records, docu- 
ments, and papers, to administer oaths, and to take such testimony as it deems 
necessary. Subpenas may be issued under the signature of the chairman of the 
committee, or by any member designated by such chairman, and may be served 
by any person designated by such chairman or member. 

Mr. Epmonpson. This resolution specifically directs an investiga- 
tion and study of the veterans loan guaranty program. 

These hearings are a part of the investigation being conducted by 
the Committee on Veterans Affairs. They are part of a general in- 
quiry being conducted into violations of plans and specifications and 
the minimum property requirements established by the Veterans’ Ad- 
ministration and the failure of builders to correct the justifiable items 
of complaint by veteran purchasers and the failure or refusal of the 
Veterans’ Administration regional office to insist that corrective meas- 
ures be taken without delay, and the failure of regional offices to sus- 
pend builders that will not cooperate in the correction of justifiable 
complaints from further participation in the loan guaranty program 
of the Veterans’ Administration. 

In addition, and particularly in this area, the inquiry is being con- 
ducted into the illegal sale of veterans’ entitlements and irregularities 
in Veterans’ Administration appraisal and processing of such cases, 
together with actions taken by lenders who have knowledge of such 
illegal practices. 

Subparagraph (j of paragraph 25, rule 11, of the House of Repre- 
sentatives, directs that a copy of paragraph 25 of said rule shall be 
made available to the witness. Pursuant to this rule, the witness will 
be furnished by the staff with a photostatic copy of said paragraph. 

The Chair invites the attention of all witnesses who are here this 
morning to paragraphs (k) and (1) of paragraph 25, which the staff 
director will read at this point. 

Srarr Drrecror (reading) : 

Witnesses at investigative hearings may be accompanied by their own counsel 


for the purpose of advising them concerning their constitutional rights. The 
chairman may punish breaches of order and decorum or professional ethics on 
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the part of counsel by censure, exclusion from hearings, and the committee may 
cite the offender to the House for contempt. 

Mr. Epmonpson. The matter under consideration here this morn- 
ing initially relates to the activities of James B. Hickey and those 
associated directly, or indirectly with him, and his participation in the 
Veterans’ Administration loan guaranty program. Specifically, the 
committee has before it information which indicates that Mr. Hickey 
and his associates have been involved in numerous transactions on 
which question has been r aised involving the outright purchase of a 
veteran’s entitlement, or the closing of a loan in a veteran’s name, Mr. 
Hickey taking thereafter immediate title and physical possession a 
the property, ‘with the veteran never hav ing occupied the property a 
a home. 

At this point, I would like to insert in the record section 1001 of title 
18 of the United States Criminal Code, which reads as follows: 

Statements or entries generally. Whoever, in any matter within the jurisdic- 

tion of any department or agency of the United States knowingly and willfully 
falsifies, conceals, or covers up by any trick, scheme, or device a material fact, 
or make any false, fictitious, or fraudulent statements, or representations, or 
makes or uses any false writing or document knowing the same to contain any 
false, fictitious, or fraudulent statement or entry, shall be fined not more than 
$10,000 or imprisoned not more than 5 years, or both. 
Now, I might add at this point that the committee is also available for 
information of any kind or character relating to the veterans housing 
program, and we will welcome information that any person wishes to 
supply to the committee in this connection. 

I would make the request that any person wishing to testify on 
any point of interest, contact or communicate with one of the members 
of the committee, Mr. Weaver from Nebraska, or myself, or with 
Mr. Meadows, who is on my right, who is staff director of the Veterans 
Affairs Committee, or Mr. Buford Jenkins, who is on Mr. Meadows’ 
right, who is the consultant on housing of the Veterans Affairs 
Committee. 

The staff director has made the point that we would like to empha- 
size the fact that while we have witnesses subpenaed in connection 
with one particular builder, the complaints which we have received 
are by no means limited to one particular builder, and we expect to 
follow up with reference to others. And any person who has infor- 
mation relating to the sale of veterans entitlements or any other prac- 
tice of a nature which raises a question concerning adherence to the 
rules and regulations of the Veterans’ Administration or the law re- 
specting the veterans housing program, is invited and urged to make 
known that information to the committee. 

I am informed by the staff that there are four of the witnesses 
under subpena who ‘thus far have not made known their presence to 
the committee, their availability. 

Will you read the names of those who did not answer “present,” 
those witnesses who are under subpena ? 

Starr Direcror. If any of you have come in late, please indicate 
your presence. 

Mr. Joseph Otto Davis, Jr. 

Mr. Epmonpson. As to Mr. Joseph Otto Davis, Jr., we have a tele- 
gram addressed to the Veterans ‘Affairs, care Olin E. Teague, stating : 


Regret urgent business in East makes it impossible for me to appear in L. A. 
at this time. 
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I would like to make a statement with reference to this telegram, 
that the committee will require that Mr. Davis show good cause for 
failure to honor this subpena, and this will be referred to the full 
committee for appropriate action in the absence of a showing of 
good cause. 

I am very glad to see Congressman Roosevelt of California, who has 
joined us. 

We would be very pleased to have you join us at the committee table. 
Would you call the names of the other persons ? 

Srarr Drrecror. Mr. Ralph F. Deems? 

Mr. Robert Leon Faille, F-a-i-l-l-e? 

Mr. Robert Lee Kring? 

Mr. Epmonpson. I would like to state my understanding of the 
law and the rules on this point is that the records we have show a 
service on each of these persons, unless I am mistaken. 

Srarr Director. The record indicates positive service, Mr. Chair- 
man. 

Mr. Epmonpson. And these gentlemen stand at this time in a posi- 
tion to be reported to the full committee for contempt unless they 
appear in the course of the hearing to clear up this particular situa- 
tion. 

Before we call the first witness, I would like to ask Mr. Weaver if 
he wishes to make any official statement concerning the hearings. 
Mr. Weaver. Thank you, Mr. Chairman. 

It is nice to be in California, and particularly nice to see my good 
friend, Jimmy Roosevelt, this morning. 

Mr. Epmonpson. I share your pleasure at seeing our colleague, 
and if he has any statement he would like to make at the initiation 
of the hearings we would be very glad to hear him. 

Mr. Rooseverr. No, Mr. Chairman. I just want to welcome you 
and tell you how good it is to have both of you in California and we 
hope indeed that the committee hearings will look into this problem, 
because there are many interested parties, both in my district and other 
districts here within the Los Angeles area. 

Mr. Epmonpson. We appreciate your personal interest in veterans’ 
legislation, which you have demonstrated on the floor and before 
the committee, and we are very pleased to have you, and we would 
be pleased to have any other members of the California delegation 
who are in the neighborhood. If you run into any of them, we would 
be happy to have them join us for the hearings. 

At this point, I will ask the staff to call the first witness, and 
ask the witness to take the chair immediately in front of the 
committee. 

Srarr Drrecror. Mr. Hickey? 

For the reporter, will the counsel identify themselves, please ? 

Mr. Sxetiy. I am Edward Skelly. 

Mr. Epmonpson. Will you give your address, please? 

Mr. Sxetiy. 917 Trans-America Building. 

Mr. Ratner. And I am R. W. Rainer, 5303 Bakeman, North 
Hollywood. 

Mr. Epmonpson. I assume you are from Los Angeles, Mr. Skelly? 
Mr. Sxetriy. Yes; that is correct, Congressman. 

Srarr Direcror. Mr. Hickey, will you state your full name and 
the place of your residence? 
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Mr. Hickey. James B. Hickey, 360 South Burnside, Los 
Angeles 36. 

Mr. Epmonpson. Do you attorneys expect to give any testimony 
now ¢ 

Mr. Sxetty. None. 

Mr. Epmonpson. Then we will ask you, Mr. Hickey, to stand and 
be sworn. 

Starr Drirecror. Do you swear that the testimony you are about 
to give in these proceedings will be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Hickey. I do. 

Mr. Epmonpson. Once again, for the record, would you give your 
full name and address, both business and personal, please? 


TESTIMONY OF JAMES B. HICKEY, LOS ANGELES, CALIF., ACCOM- 
PANIED BY HIS COUNSEL, EDWARD SKELLY AND R. W. RAINER 


Mr. Hickey. James B. Hickey, 360 South Burnside, Los Angeles 36. 
That is also my business address. 

Starr Direcror. Will you state the nature of your business, Mr. 
Hickey ? 

Mr. Hickey. I am a real-estate builder. 

Srarr Direcror. Can you elaborate a little more as to the size and 
nature of your activities? In other words, do you handle projects, 
large projects, the total exclusive sales in large projects? 

Mr. Hickey. Yes. 

Srarr Direcror. And what would be the size of your business? 
Do you sell into the thousands of houses in each year? Hundreds of 
houses ? 

Mr. Hickey. Hundreds. 

Srarr Director. Yearly ? 

Mr. Hickey. Well, not every year, but in the last 2 years. 

Starr Direcror. Mr. Hickey, we are interested here, as the chair- 
man has pointed out, in the allegations which we have received to 
the effect that through you or your company, or in the company of a 
Mr. J. Hartley Taylor, you have obtained title to properties which 
were guaranteed by the Veterans’ Administration, on which the loan 
was guaranteed by the Veterans’ Administration; that in the process 
of this transaction the veteran did not ever live in the property ; that 
he probably or possibly had no intention of ever living in the prop- 
erty; yet that he was a party to an application for a loan, and such 
a loan was made, the property transferred within a very short period 
of time to you, and then subsequently to a nonveteran purchaser who 
became the first occupant of the house, at, in most instances, a sub- 
stantial profit to you. 

Is that statement accurate with regard to your activities along 
these lines? 

Mr. Hickey. Well, Congressman, I received this subpena 

Starr Director. Mr. Hickey, my name is Meadows. I am the staff 
director. The Congressman is on my left. 

Mr. Hickey. I received the subpena last Tuesday or Wednesday, 
and when I received it—I have never been involved in anything that 
is a violation of any law, and it: was my intention to come down here 
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without counsel and tell all I knew about what you are inquiring into. 
Last Friday, on the advice of a friend, I was persuaded to retain an 
attorney, and I did so. And he has told me until he has a more com- 
plete knowledge of the background of this and what it entails, if any- 
thing, or what I am to be charged with, if anything, that he doesn’t 
want me to make any statements, on the grounds that the Constitution 
protects me on that. 

Srarr Director. Would you advise him? 

(Mr. Hickey confers with his counsel.) 

Srarr Drrecror. Advise him as to the response to the particular 
question which I asked him. 

(Mr. Hickey confers with his counsel.) 

Mr. Hickey. I have been advised to decline to testify, on the grounds 
of the fifth amendment, that it would tend to incriminate me. 
Srarr Dirrecror. Mr. Hickey, what is your understanding as to the 
nequunenaeet of the law with regard to the necessity of a veteran oc- 
cupying a piece of property on which he applies and obtains a loan 
hese the Veterans’ Administration ? 

Mr. Hickey. I have been advised to decline to answer that on the 
same grounds. 

Starr Director. Mr. Hickey, have you ever given a veteran a sum of 
money to participate in a transaction, when to your knowledge he did 
not. intend to occupy the house, and: you had a buyer, a nonveteran 
buyer, for the house, who intended to occupy the house, through the 
benefit of the veteran’s loan ? 

Mr. Hickey. I have been advised to decline to answer that, on the 
same grounds. 

Srarr Drrecror. Mr. Chairman, it is obvious that the witness will 
not be permitted to answer any of the pertinent questions relating to 
these transactions. Therefore, I suggest that we ask him to with- 
draw and remain with us, and that we proceed with some of the in- 
dividuals involved directly in these transactions. 

Mr. Epmonpson. The witness, then, will be excused from testifying 
at. this point. But I would like to make the request that he remain 
in attendance. It may be that when he has heard some of the testi- 
mony before the committee and has had the more complete background 
which his attorneys are seeking in connection with this i inquiry, it may 
be that he will wish to make a statement to the committee, and we 
will certainly afford to him later in the hearing, if he indicates a 
desire for it, an opportunity to make any clarifying statements with 
regard to any of the testimony we hear. 

It is not the intention of this committee, and I don’t believe it is 
of any committee of Congress, to throw rocks at. any person or to 
put any person on the spot, without giving to that person an oppor- 
tunity to make a full and complete explanation of whatever facts are 
presented to the committee. And I want you to understand that, sir, 
that opportunity will be extended to you before the hearings are 
closed, here today or tomorrow. We are going to try to conclude 
today, though. 

So you will be excused at this point, sir. 

Mr. Rarner. If by any chance Mr. Hickey’s counsel! are not present, 
would there be some opportunity for some notice? Perhaps we could 
be put on call in case one or both of us were out and you wanted him 
to testify again. 
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Mr. Epmonpson. Well, there certainly will be. Now, we are not 
going to call Mr. Hickey back before us unless he indicates to us that 
he would like to come back before us. It is not our present intention. 
Should that intention be revised, we will certainly give him notice of 
that fact. 

But I would like to ask that he remain in attendance upon the 
committee, should there be a decision by the committee to give you 
notice and call him back to the stand. 

Mr. Ratner. Certainly. Thank you very much. 

Mr. Epmonpson. You gentlemen will leave with the staff, with 
Mr. Meadows or Mr. Jenkins, a phone number at which you can be 
reached for notice, will you not? 

Mr. Sxetiy. We certainly will. 

Mr. Epmonpson. The staff director will call the next witness. 

SrarF Direcror. Mr. Dean, please. 

Mr. Epmonpson. Will you state your full name and address? 

Mr. Dean. John R. Dean, 14114 East Viburnum Drive, Whittier, 
Calif. 

Mr. EpmMonpson. Will you stand and be sworn, please ? 

Starr Direcror. Mr. Dean, do you swear that the testimony you 
are about to give in these hearings will be the truth, the whole truth, 
and nothing but the truth, so help you God ¢ 

Mr. Dean. I do. 

Mr. Epmonpson. Would you repeat your name and address for 
the record. 


TESTIMONY OF JOHN R. DEAN, WHITTIER, CALIF. 


Mr. Dean. John R. Dean, 14114 East Viburnum Drive, Whittier, 
Calif. 

Srarr Director. Mr. Dean, since our correspondence and contract 
with you indicate that you have some knowledge of several of these 
transactions, it would be helpful, if you would care to, to have you 
give us something in the nature of a statement as to your participa- 
tion in these transactions and your position, and then we will develop 
it further by questions. 

Mr. Dean. I am an attorney. [I live in this tract 17049—I believe 
it is known as Houston Meadows—which was developed by Pardee 
Construction Co., and Mr. Hickey handled the sale of the houses, 
although I dealt with a Miss Swanson, who I believe was his agent. 

In November, approximately November of 1954, I was called to 
the home of Mr. Michelbust—I don’t recall his first name—who was 
a special agent for Continental Casualty. He had been transferred 
to San Francisco and had purchased a home in this tract from Mr. 
Hickey under a contract of sale, a land contract. 

He had other counsel, and I discussed it with him briefly, and what 
happened to this house—I know he moved. He told me he was the 
first one that moved in there, and he didn’t purchase it under a loan. 

Then, approximately 

Srarr Direcror. Excuse me. You are saying that Mr. Michelbust 
was a nonveteran or at least had not used a veteran loan ? 

Mr. Dean. That is what he told me, yes. 
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Srarr Director. But he had gotten into the house through the use 
of a veteran’s loan ? 

Mr. Dean. That is right. 

Starr Director. Did he indicate the veteran that was involved or 
the veteran’s loan that was used ? 

Mr. Dean. No, sir. I don’t know that. 

Mr. Epmonpson. Did he indicate the real-estate company or builder 
with whom he had his dealings? 

Mr. Dean. James Hickey. James B. Hickey. 

Mr. Epmonpson. And did we get the address of that particular 
property in the record ? 

Starr Director. No. That is what I am interested in now. 

Mr. Dran. I don’t recall his address. It is in Sunnybrook Lane. 
is in this same tract. 

Mr. Epmonpson. What tract is that ? 

Mr. Dean. 17049, the Houston Meadows tract. 

Mr. Epmonpson. Is that a tract developed by Mr. Hickey? 

Mr. Dean. By Pardee, I believe. Hickey was the sales agent. 
Then about a week later I started receiving phone calls at my home 
from numerous people in the tract, and then we had a meeting. 
There was Joe E. Hall, who lives at 11657 South Sunnybrook Lane 
in the same tract; Earl L. Johnson, 11429 Sunnybrook Lane; Richard 
R. Hubbard, 11404 Sunnybrook Lane, and then Lloyd Straight, 
Ovonua L. Curry, and then a Joseph Lapp. I represented all six of 
these people, who did not know, or at least they told me they didn’t 
know, that these were GI homes. And when they found out they 
were, they wanted to get out. 

The last three—I don’t have their address—I returned their papers 
to them, because they just moved and left the property. That is Lloyd 
Straight, Ovonua Curry, and Joseph Lapp. 

Mr. Weaver. None of these people were veterans? Is that true? 

Mr. Dean. At least, they didn’t use the veterans. They bought the 
house under land contracts of sale from James B. Hickey and Leigh 
Hickey. 

Srarr Direcror. And it was your understanding that they were 
the first occupants of these properties? 

Mr. Dean. Yes. 

Srarr Drrecror. And these were new houses ? 

Mr. Dean. New houses. 

Srarr Direcror. And will you describe briefly what you mean by 
the use of the term you are using here, “land contracts?” 

Mr. Dran. This is the contract for the sale of real estate, involving 
the Johnson property. But this matter is in litigation, and I would 
like to have it returned to me. 

Srarr Direcror. Would you describe briefly the nature of this 
transaction, the basic provisions of this transaction ? 

Mr. Dean. Well, the contract recites that the sellers, who are James 
B. and Leigh Hickey, have, at the time of the sale, a first-trust deed of 
approximately, most of them say, 12, or 11.5, or something of that 
nature, 414 percent. Then the buyer takes on this. He sells it to them 
for 15, 15.5, something like that. Mr. Johnson was to pay a thousand 
down. Some of them paid $500. Some of them gave notes and didn’t 
pay anything. 

Then he charges them 7 or 714 percent. 
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Starr Director. Excuse me. Seven or 71% percent on the difference 
between 

Mr. Dean. The total amount. 

Mr. Epmonpson. I think the materiality of this contract is pretty 
important at this point. f think I will ask the witness to read the 
contract into the record at this point, so that we will have it. It isa 
little long, but I don’t think there is any other way we can get directly 
at the meat of this proposition. 

Mr. Dean (reading :) 





CONTRACT FOR SALE OF REAL ESTATE 


This agreement made and entered into this 30th day of April 1954, between 
James B. Hickey and Leigh Hickey, husband and wife, hereinafter called the 
sellers, and Earl L. Johnson and Elaine S. Johnson, husband and wife, herinafter 
called the buyers. 

Witnesseth, that the sellers in consideration of the payments to be made by 
the buyers and conditions and covenants to be kept and performed by them, as 
hereinafter set forth, agree to sell and the buyers agree to buy the real property 
situated in the County of Los Angeles, State of California, and described as 
follows, to wit: 

Lot 133 of tract 17049 as per map recorded in book 464, pages 27-31, in- 
clusive of maps, in the office of the county recorder of said county. The 
Street address of said property is 11429 Sunnybrook Lane. 

for the sum of Fifteen Thousand Nine Hundred Fifty ($15,950.00) Dollars in 
lawful money of the United States and the buyers in consideration of the prem- 
ises agree to buy and promise to pay the sellers the aforesaid sum of money for 
all of said real property as follows, to wit: 

1. One Thousand ($1,000.00) Dollars upon the execution and delivery of this 
agreement, the receipt of which is hereby acknowledged. 

2. The balance of $14,950.00 to be financed in the form of a sales contract at 
seven percent interest, with monthly payments of $125.00 or more to be made on 
the first day of each and every month commencing with May 1, 1954, and con- 
tinuing until said property has been deeded to the buyers as hereinafter provided 
for. From said payments will first be deducted the taxes, insurance, and inter- 
est on the unpaid principal. The remainder will apply to the principal; 

3. The sellers at this time have a $12,200.00 first-trust deed on said property, 
at 4%4 percent interest, 25 years, payable approximately $67.00 monthly for the 
principal and interest only. At such time as the unpaid principal balance of 
buyers’ contract has been paid down to the point where it does not exceed the 
then unpaid balance of sellers 445 percent trust deed, the sellers agree to deliver 
a grant deed for said property in favor of the buyers, subject to any liens and 
encumbrances which are now a lien or which hereafter may become a lien against 
said property, and the buyers may assume the sellers 41%4 percent trust deed, 
thereby decreasing their monthly payment to approximately $67.00 plus taxes and 
insurance ; 

It is further agreed and understood, to wit: 

1. Possession shall be delivered to the buyers on this date and interest and 
tax deductions will commence as of this date. 

2. That time is the essence of this agreement and should buyers fail to 
comply with the terms hereof, or ever be more than fifteen days late in the pay- 
ment of any amount due then sellers may at their option be released from all 
obligations in law and in equity to convey said property, and the buyers shall 
thereupon forfeit all right thereto and to all moneys theretofore paid in by 
them, said moneys to be considered as rental only. 

3. The sellers reserve the right to deliver the deed at any time during the term 
hereof and the buyers in lieu of this agreement shall execute and deliver to 
sellers or their nominee a note for all amounts of money then unpaid and said 
note shall be secured by a deed of trust concurrently with the delivery of said 
note. 

4. If and when title is conveyed to the buyers, the said buyers agree to pay 
to sellers the prorated share of any prepaid insurance premiums or taxes and 
any amounts held by the holder of the first trust deed in the impound account for 
that purpose. 
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5. If and when title is conveyed to the buyers the transaction shall be handled 
directly between the buyers and sellers. If buyers request having the transaction 
handled thru an escrow, the buyers will pay all of the costs ; 

6. Should it be necessary for the sellers to sue the buyers to enforce this 
agreement or any of its terms, the buyers shall pay the sellers reasonable 
Attorneys fee and all expenses in connection therewith. 


7. That the buyers shall not sell, assign or transfer this property or their 

interest therein while this agreement is in full force and effect, to any other 

person or persons unless the sellers shall give their written consent. 

8. The waiver by the sellers of any covenant, condition, or agreement herein 

contained shall not vitiate the same or any other covenant, condition or agree- 

ment herein contained, and the terms, conditions, covenants, and agreements 

set forth herein shall apply to and bind the heirs, successors, and assigns of 

each of the parties hereto. 

9. It is agreed and understood that this instrument contains the entire agree- 

ment between the parties and that no statement, promise or inducement made 

by either party hereto, which is not a part of this agreement is valid. 

10. Sellers agree that for every extra $500 that buyers may pay over and 

above the regular required payments, sellers will reduce the interest on the 

entire unpaid balance by one-half of 1 percent, until such time as the interest 

reaches the 41%4 percent figure after which no further reduction is possible. 

In witness whereof, the said parties have hereunto set their hands on the 

day and year first above written. 

James B. Hickey and Leigh Hickey, Sellers; Earl Lester Johnson and Elaine 

S. Johnson, Buyers. 

Mr. Epmonpson. Are those signatures at the bottom, where you 

called the names? 

Mr. Dean. Yes, sir. 

Mr. EpmMonpson. Thank you. 

Mr. Dean. If it would please the committee, in the Joe Hall prop- 

erty the contract of sale 

Srarr Direcror. Excuse me, Mr. Dean. When you refer to the 

Joe Hall property, our records indicate that that is the property located 

at 11657 Sunnybrook, Whittier, Calif. 

Mr. Dean. That is right. 

Starr Drrecror. And that the veteran involved in the transaction 

was Allen W. Sill? 

Mr. Dran. That is correct, sir. 

Srarr Director. All right. Go ahead. 

Mr. Dean. The contract for the sale of this property was entered 

into on December 20, 1953. By a check with the Veterans’ Adminis- 

tration, we found that the veteran didn’t make application for a loan 

on this property until December 22, 1953. And by a check of the land 

records here in Los Angeles County, we found that the land was con- 

veyed to the veteran by Pardee Construction Co. on January 20, 

1954. And then on March 24, 1954, Sill conveyed to James B. Hickey. 
Starr Director. Is it your impression that the veteran did not live 

in this property ¢ 

Mr. Dean. No, sir. He didn’t live in the property. In fact, he 

made application for a loan after the property had been sold to Mr. 

Hall. 

Srarr Direcror. Mr. Hall and Mr. Hickey had completed the trans- 

action transferring this property to Mr. Hall prior to the time that a 

loan was secured through the name of Mr. Allen W. Sill, such loan 

being a guaranteed loan by the Veterans’ Administration ? 

Mr. Dean. That is correct. 

Mr. Epmonpson. The witness stated that he applied, as a matter of 

fact, after the transfer had been completed to Mr. Hall. 





1436 IRREGULARITIES IN LOAN PROGRAM IN CALIFORNTA 














IRREGULARITIES IN LOAN PROGRAM IN CALIFORNIA 1435 


Mr. Dean. That is correct. That is according to the Veterans’ 
Administration records, 

Mr. Epmonpson. At the time of application, did he have any inten- 
tion, to your knowledge as attorney for him, of living in the house? 

Mr. Dean. I am not the attorney for Mr. Sill. I am the attorney 
for Mr. Hall, who lives in the property at this time. 

Mr. Epmonpson. Oh, I see. 

Mr. Dean. So I don’t know what intention Mr. Sill had. I have 
never talked to him. 

Srarr Drrecror. In the nature of clarification, Mr. Dean, I will 
make reference to your letter to us dated September 7th. 

Mr. Dean does represent this group of people that he mentioned, 
Mr. Hall, Mr. Curry, Mr. Hubbard, Mr. Johnson, Mr. Lapp, and Mr. 
Straight, who I believe in all instances are the nonveteran individuals 
who entered these properties. He does not represent the veteran 
involved. 

Mr. Dean. That is correct. 

But this is the only one, through the check of the records—that is 
Hall I am referring to—the only property that I found that was sold 
by Mr. Hickey to the veteran before the GI even made an application. 
All the others, the GI had previously applied—although none of the 
GI’s moved in. In fact, this is not the only group of people. There 
were probably 4 or 5 others in the tract. 

Starr Direcror. You happen to be representing the group ? 

Mr. Dean. That is correct. 

Starr Drrecror. Do you know whether Mr. Sill had signed any 
sort of agreements with Mr. Hickey for the purchase of this property. 
Do you have access to those, or do you have any knowledge of any 
agreements that he may have signed, just with Mr. Hickey, or with 
the builder or the owner of the property ¢ 

Mr. Dean. I do not; no, sir. 

Srarr Direcror. Now, is our understanding correct, Mr. Dean, that 
you have read this contract between Mr. Hickey and Mr. Hall? 

Mr. Dean. Mr. Johnson. 

Starr Direcror. Mr. Hickey and Mr. Johnson. Is that typical? 
Was that method of transaction used in the other instances as to the 
clients you represent ? 

Mr. Dean. Yes, sir; they are all the same. 

Mr. Epmonpson. Was the margin between the apparent GI price 
of $12,000, or thereabouts, and the sale price of $15,900, or there- 
abouts—was the margin substantially the same in these other trans- 
actions ? 

Mr. Dean. Yes, sir. 

Srarr Direcror. I wonder if you would give us some of those other 
margins, the difference between the face of the loan and the trust 
deed and the loan when you added onto it the sale price to the nonvet- 
eran purchaser. 

Mr. Dean. Well, in the Hubbard property, it was $14,950. 

Starr Director. Just a moment. The Hubbard property / 

Mr. Dean. Yes. 

Srarr Direcror. Can we identify it? That is the property at 11404 
Sunnybrook, Whittier, Calif. ¢ 

Mr. Dean. That is right. 
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Srarr Drirecror. Mr. Richard E. Hubbard you are referring to? 
Mr. Dean. Richard R. 

Srarr Direcror. And the veteran involved was Richard R. Ang- 
standt ? 

Mr. Dean. That is correct, sir. 

Srarr Drrecror. Go ahead, sir. 

Mr. Dean. They recite in this one $14,950 as the total selling price. 
That is $14,950. And they say that at this time the sellers have a 
$11,550 first trust deed. 

Srarr Drrecror. Mr. Dean, you have referred to the first trust deed 
there of $11,500, and you referred to the first trust deed in the transac- 
tion which we previously discussed at $12,200. Is it your understand- 
ing that that also was the appraised price and the purchase price of 
these houses? In other wanda. were these hundred-percent loans ¢ 

Mr. Dean. That is what I understand; yes, sir. 

Srarr Director. In other words, you don’t understand that the vet- 
eran had paid some substantial downpayment ; that this is the purchase 
price of the property ? 

Mr. Dean. That is right. 

Srarr Direcror, That means, then, that the Veterans’ Administra- 
tion had appraised these 2 pieces of property, the one referred to 
previously, for $12,200, the one we are referring to now, for $11,500; 
that that was the maximum amount they would permit a veteran to 
pay for those properties; but by the use of this veteran financing that, 
Mr. Hickey had been able to obtain very substantial increases in prices 
from the nonveteran purchasers ? 

Mr. Dean. That is right, sir; yes, sir. 

Srarr Drrecror. And the chairman had asked you to cite 1 or 2 
other cases to see if the pattern and the price ranges are somewhat 
similar. 

Mr. Dean. I don’t have the Hall file with me. They recited a 
$12,000 first trust deed on that one, and as I recall, it was sold for 
$15,500. I could be mistaken. 

Srarr Drrecror. That isthe property located at 11675 Sunnybrook ¢ 
Mr. Dean. That is right. 

Now, I don’t have the records on Mr. Lapp or Mr. Straight or Mr. 
Curry, as they just moved out and left the property. 

Starr Drecror. They have abandoned the property ? 

Mr. Dean. Yes; they have abandoned the property. I do have the 
contract of sale for Joseph E. Lapp. 

Starr Director. Just a minute. Let’s identify that property, now. 
That is the property located at 11411 Breckenridge, Whittier ? 

Mr. Dean. That is right. 

Srarr Direcror. Mr. J. E. Lapp, the nonveteran purchaser; Mr. 
Charles Joseph Carr, the veteran ? 

Mr. Dean. That is right. This property was sold to Joseph E. 
Lapp for $14,650. They recite a first trust deed of $11,700. I don’t 
have them on the others. 

Srarr Drrecror. What are the circumstances of these two indi- 
viduals abandoning these properties? What are their motives, or 
what were the circumstances? You said two of them have moved out 
of the houses. 

Mr. Dran. In my opinion—this was only a personal legal opinion— 
under the authority of Perkins v. Hilton, I think, in Massachusetts, 
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and a couple of other cases, and the old Homestead cases, when every 
one of these people here, all six of them, purchased this property from 
Mr. Hickey, had they checked the records, which they didn’t do, of 
course, they would have found the record title to have been in someone 
else; under which, of course, as you know, they can’t be bona fide 
purchasers for value. 

Starr Director. To make that point clear, when Mr. Hickey sold 
this property, actually signed the pertinent documents, he did not 
shins hates title to the property ; the title at that moment was vested 
in some other party ¢ 

Mr. Dean. The record title was. 

So, of course, they couldn’t be good faith purchasers, and in my 
opinion the GI could come back and set aside these transactions any 
time he wishes. Because these purchasers are going to stand in the 
same shoes as Mr. Hickey. 

Mr. Epmonpson. Let me see if I follow you there, now. You say 
that a failure to record title would prevent the passage of this title? 
I don’t quite—— 

Mr. Dean. Well, as I understand the law—of course, this isn’t facts, 
but as I understand the law to be—if a person purchases a GI entitle- 
ment illegally, then that is void. That act is void, as I understand. 

Starr Drrecror. At least you understand it to be an illegal act. 

Mr. Dean. An illegal act, and void, as against public policy. So, 
in my opinion, Mr. Hickey would not get good title, nor could he ever 
get good titles to these pieces of property. 

Starr Director. Then did these people act somewhat on your ad- 
vice? Or at least you told them you thought they would be acting in 
good judgment to abandon these properties if they cared to do so? 

Mr. Dean. That is right, and three of them are in litigation. Hall, 
Hubbard, and Johnson. Lawsuits are now in progress. 

Starr Drrecror. Between whom ? 

Mr. Dean. Hall and Hickey, and Johnson and Hickey, and Hub- 
bard and Hickey. 

Starr Director. Are you representing these individuals in these 
lawsuits ? 

Mr, Dean. Yes; I am. 

Starr Direcror. What basically are-the objectives of the lawsuit? 

Mr. Dean. The basic objectives are to set aside the transactions and 
recover the money that they paid, downpayments, and so forth. 

Srarr Director. What is your understanding—have you explored 
this point? These two properties have been abandoned. What is 
your understanding as to the liability of the original veteran purchaser 
whose name and loan were used originally? Where does he stand 
now ? 

Mr. Dean. It is my understanding that he is still liable for the 
payments. I suppose someone is making the payments. I don’t 
know. I notice there are signs on them now “For Sale.” 

Starr Director. But if those properties go in default, what is your 
understanding as to the responsibility of the veteran who allowed his 
name and loan to be used ? 

Mr. Dean. He is still liable to the Government for the payments. 

Starr Drirecror. If the Government suffers any losses, it is ve" 
understanding that he will be liable? 

Mr. Dean. That is right. 
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Starr Director. Now, are there any other cases there that you had 
expected to refer to? 

Mr. Chairman, is the reference sufficient to lay out the pattern of 
the transactions ? 

Mr. Epmonpson. I think that if he has any other transactions of 
which he has knowledge, we would be glad to hear about them. 

Srarr Dmecror. There is another point that I wanted to make. 

Mr. Epmonpson. Go ahead, sir. 

Starr Director. You said that there are several other transactions 
of this nature. But at least you are not representing these individuals. 
Mr. Dean. We had a meeting, and there were approximately 10 
people present, and I don’t recall their names—from this tract, this 
same tract, 17049. 

Srarr Direcror. And six of them retained you? 

Mr. Dean. That is right. 

Starr Director. So you think there are about four more? 

Mr. Dean. That is right. 

Srarr Director. In interviewing these individuals that you repre- 
sent, can you give us the substance of their statements to you, as to 
the representations they received from Mr. Hickey? Did any of 
these individuals allege that Mr. Hickey discussed this transaction, 
or did they question the transaction, or was there comment as to the 
validity of these transactions ? 

Mr. Dran. No. In fact, none of them—in fact, so they tell me— 
knew that there was a GI loan on the property. In fact, Mr. Hubbard, 
Richard R. Hubbard, told me—this of course is hearsay—that he dis- 
cussed the matter with Mr. Hickey, and he said, “Well, you know that 
only a GI can get 414 percent.” 

But, of course, Mr. Hubbard got excited because he received a couple 
of letters from Allied Building Credits, addressed to Richard R. 
Angstadt, at his home, this 11404, saying that his payment was over- 
due. 

Srarr Drrecror. So he concluded that there was someone else in 
the picture, then ? 

Mr. Dean. That is right. 

Srarr Drmector. Did he go to Mr. Hickey then and discuss the 
matter with him? 

Mr. Dean. He tells me he called Pardee Construction Co., and they 
denied any knowledge of anything, and then he discussed the matter 
with Mr. Hickey. 

Srarr Director. Since all these transactions, that is, the transaction 
between Mr. Hickey and these nonveteran purchasers—since they were 
all in the nature of a contract of sale—Would you say that is a proper 
description of the document ? 

Mr. Dean. That is right. 

Srarr Direcror. There was no conventional lender in the picture 
at that point? 

Mr. Dean. Not as between those two. 

Starr Diecror. So there is no question that a lender was in the 
picture at that point in the transaction. There was a lender originally 
on the GI loan with the veteran. 

Mr. Dean. That is right. 

Starr Drirecror. Did your clients give you any statements that 
would indicate what arrangements were made with the builder to 
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allow her to move in—I am referring back to the first transaction 
which you mentioned. Can you identify it for me? I think it is Mr. 
Johnson—where the Johnsons entered the property before the veteran 
made application for the loan ¢ 

Mr. Dean. No; that is Hall. 

Srarr Director. The Hall property. Did Mr. or Mrs. Hall make 
any statements to you that would indicate that there was an arrange- 
ment or understanding between Mr. Hickey, Mr. Hall, or the three 
of them, and the builder, to the extent that the builder would permit 
someone to enter and live in a new property, when there was not a 
sales transaction consummated? Did they discuss that point ? 

Mr. Dean. Mr. Hall told me that he only talked to Mr. Hickey; 
that that was the only person he ever talked to. And he first talked 
to him in about the month of November of 1953. And he wanted to 
buy a house. They are near a golf course there, and he liked the place 
and wanted to buy one, and in fact, he is a man of some substance 
and didn’t particularly need a GI loan. He just wanted to buy one 
of the houses. 

So about November he discussed it with him, and he didn’t have one 
he could sell him at that time, he told him. But he come back. And 
then, as I understand it from Mr. Hall, in the first part of December 
he gave him $500 and then about a week later he gave him $500 more, 
and then they enter the contract of sale for this particular property. 

Starr Dmecror. Mr. Hail gives Mr. Hickey $500 on two instances / 

Mr. Dean. Yes. So he was wondering, you know, like a layman 
will, about escrow and when it is going to go through and when he 
is going to get title, and he says that Mr. Hickey told him, well, he 
couldn't transfer it to him until the next year because of tax purposes. 
He had sold so many houses that he just couldn’t transfer it to him, 
but next year he would transfer it to him. 

STAFF Director. And that was the extent of any conversations con- 
cerning the circumstances of him moving into this new house / 

Mr. Dean. That is right. 

Starr Director. That you know of. 

Mr. Dean. That is right. 

Srarr Director. Mr. Dean, vou live in this tract, you said. 

Mr. Dean. That is right. 

Srarr Direcror. Are. you a veteran / 

Mr. Dean. Yes, sir. 

Starr Drrecror. You didn’t obtain one of these loans under these 
circumstances; did you? 

Mr. Dean. I obtained a loan. 

Starr Director. You obtained a loan in your own name? 

Mr. Dean. Yes, sir. 

I might add that I served with Mr. Roosevelt. He probably doesn’t 
remember me. 

Srarr Director. Is your wife a veteran ? 

Mr. Dean. Yes,sir. She was a Navy nurse. 

Srarr Direcror. We have some information to the effect that a 
contract was made with her concerning a possible purchase of her 
veteran's entitlement. Could you el: rborate on that ? 

Mr. Dean. When we went out on a Sunday, we talked to Mrs. or 
Miss Swanson. She was there in the model home, you know. I as- 
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sumed she was probably working for Mr. Hickey, and as he was 
handling the sale of the tract. And I said, “Well, it is too bad that 
you couldn’t use GI’s, as you would get a lot lower payments.” 

" And she said, “Is vour wife a veteran?” She said, “She is not going 
to use her loan? Why don’t you just sell?” 

T said, “Is somebody buying?” 

She said, “Yes.” T said, “Who?” 

“Well,” she says, “the person handling this tract.” 

T says, “How much did he give for it?” 

“$150.” 

I says, “Well, that is a lot of money to get a guaranty of 414 percent 
for $11,000.” 

So I told her that if it could be done I would give it to a friend 
rather than sell it to somebody to speculate on. And that just about 
ended the matter. That was in April of 1953, I believe. 

Srarr Drrecror. Were there ever any subsequent telephone calls 
or solicitations to follow up? 

Mr. Dean. No. 

Srarr Drrecror. Just that one conversation ? 

Mr. Dean. Well, we were out the following Sunday, and she men- 
tioned it again. “You haven’t decided to sell your loan?”—or words 
to that effect. 

Srarr Drrecror. You said the lady’s name is Mrs. Hanson? 

Mr. Dean. Swanson. 

Starr Drrecror. And you understood her to be an employee or 
working for Mr. Hickey’s company ? 

Mr. Dran. Yes, she handled all my transactions, in the purchase of 
my own house. 

Srarr Drrecror. Now, do you have anything else you would like to 
tell the committee about these transactions? 

Mr. Dean. I have nothing further, sir. 

Mr. Epmonpson. Mr. Weaver, do you have any questions? 

Mr. Weaver. I don’t believe I have any at this time. 

Mr. Epmonpson. Mr. Roosevelt, would you care to ask any at this 
time? 

Mr. Roosrvert. No, Mr. Chairman. 

Mr. Epmonpson. Mr. Dean, could you leave us a telephone number 
where we could call you if we want to ask you back on the stand ? 

Mr. Dean. Yes, sir. 

Mr. Epmonpson. We will call the next witness, then. 

Mr. Weaver. I wonder if Mr. Dean might obtain the number cf the 
other people in that area, that he was not specifically representing. 

Mr. Epmonpson. If he can do so without too much inconvenience. 

Mr. Dean. It will be a house-to-house compaign. 

Mr. Epmonpson. If you do come into the possession of those other 
names, the committee would appreciate your relaying the information 
to us. 

Mr. Dean. Well, I know one lady there who knows everything that 
goes on in the tract, so she probably knows them all. 

Srarr Drrecror. Mr. Kay, please. Mr. William Kay. 

Mr. Epmonpson. Will you state your full name and address, Mr. 
Kay? 

Mr. Kay. William Paul Kay, 908 North Wilcox Avenue, Holly- 
wood 38. 
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Mr. Epmonpson. Maybe we had better ask you to be sworn, too. 

Srarr Director. Will you raise your right hand, please? Mr. Kay, 
do you swear that this testimony you are about to give in these pro- 
ceedings is the truth, the whole truth, and nothing but the truth, 
so help you God? . 

Mr. Kay. I do 

Mr. Epmonpson. Give us your full name and your address, again, 
and also the address of the property about which you are going to 
testify, please, sir. 


TESTIMONY OF WILLIAM PAUL KAY, HOLLYWOOD, CALIF. 


Srarr Drrecror. I think you will want to testify concerning the 
property in Reseda ? 

Mr. Kay. I have the address here. 

Srarr Drecror. Are you looking for the address of the property ? 
We have an address. Can you confirm it—7642 Enfield Avenue? 

Mr. Kay. Reseda. 

Mr. Epmonpson. R-e-s-e-d-a, Reseda, Calif. ? 

Mr. Kay. Yes. 

Srarr Director. You are a veteran ? 

Mr. Kay. Yes, sir. 

Starr Drecror. And will you state the nature of the service? In 
other words, did you serve in World War IT? 

Mr. Kay. Yes; in World War II. 

Srarr Drrecror. In what branch of the service? 

Mr. Kay. In the navy. 

Srarr Dmecror. Now, we are interested in this ce. which we 
have just referred to, and we just want to talk brief y about the nature 
of the transaction. Our records indicate that you at one time had 
title to the property; that the property was purchased through you, 
through a veteran’s guaranteed loan. 

Mr. Kay. Yes, sir. 

Srarr Direcror. And that you did not occupy the property. 

Mr. Kay. That is correct. 

Srarr Drrecror. And that later a Mr. and Mrs. Hansen did 
occupy the property, being the first occupants of this new house; is 
that correct ? 

Mr. Kay. I didn’t know their name, but that is correct. 

Mr. Epmonpson. As a matter of fact, now, your time sequence 
doesn’t jive with this statement. As I read the facts here, Mr. and 
Mrs. Hansen had already moved into the property before your trans- 
action took place. 

Srarr Director. He just said they did not occupy the property, 
and they were the first occupants of the property. 

Would you tell us, Mr. Kay, of your first knowledge of this prop- 
erty, your first contract with the persons that handled the property, 
and what happened ¢ 

Mr. Kay. Yes, sir. 

A friend of mine called at my house, called my wife, and asked if 
we would be interested in selling our GI loan. 

Mr. Weaver. What was this friend’s name é 

Mr. Kay. Jackie Dye, the wife of Mr. Willard Dye. 
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Srarr Director. Can you give us a better identification of their 
residence or address ¢ 

Mr. Kay. I have their address at home. They live on Starlight 
Avenue in Glendora. They didn’t live there at the time, however. 
Srarr Direcror. They now reside on Starlight Avenue in Glendora, 
Calif. ? 

Mr. Kay. Yes. 

Could I say one other thing! I gave a wrong impression. I gave 
the person’s name who told me about this as William Dye, or W ilard 
Dye, who is his brother. But it was only a mistake. My wife took 
the phone message, so I made a mistake on that when I made the state- 
ment before. 

And so my wife told her that she didn’t know and that we would 
find out more about it. 

So then Mr. Hickey called my house, to the best of my memory, and 
made an appointment. 

Srarr Drrecror. You said Mr. Hickey came to your house / 

Mr. Kay. Yes. 

Starr Director. Go ahead. 

Mr. Kay. He came to my house and explained what the setup was 
on this particular deal. 

Srarr Direcror. And what was the explanation ? 

Mr. Kay. That I would buy the home in my name, and that I would 
transfer the title to him, I believe. But it was some time ago. It 
was in 1952, and I am not certain of everything that was said. 

And we asked him at the time if there was anything illegal about it, 
and he assured us that there wasn’t, and he offered me a sum of money 
to do this. 

Srarr Director. How much? 

Mr. Kay. $350. 

Starr Direcror. Did he ultimately pay the $3507 

Mr. Kay. Yes, sir. 

SraFrr Direcror. You were out no other moneys on your own part 4 
Mr. Kay. None. 

Starr Direcror. And the transaction realized for you a net of 
$350 ? ; 

Mr. Kay. Yes, sir. 

Mr. Epmonpson. Did he explain to you that you would remain 
liable for this loan after the deal was closed; that you would be on 
the paper and the Government could come to you for the collection 
of that loan ? 

Mr. Kay. No, sir. I didn’t find that out until just recently. 

Mr. Epmonpson. Go ahead, now. He offered this $350 and ex- 
plained how the transaction would work. How did he say the trans- 
action would work? 

Mr. Kay. Well, I was to go to a bank in Van Nuys. 

Mr. Weaver. Do you rec: all which bank that was? 

Mr. Kay. Yes. I have the contract with the bank here, I believe. 
The Citizens National Bank of Los Angeles. I was to go there and 
apply for my loan—which I did—and I received this letter from them 
later. 

— Director. What is the date of the letter? Let me see it, 
piease, 
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This letter, dated January 28, 1953, addressed to Mr. William Paul 
Kay, 7642 Enfield Avenue, Reseda, Calif., signed by Mr. C. F. Fusher, 
F-u-s-h-e-r, assistant manager, real estate loan department, appears to 
indicate its substance in the first sentence: 

We are pleased to inform you that your loan transaction has now been com- 
pleted by the Veterans’ Administration, and we are herewith enclosing certificate 
of eligibility No. 159585. 

In other words, in substance, they acknowledged that the loan was 
approved. 

Mr. Epmonpson. Read it on through. 

Starr Director. Certificate of discharge. 

Mr. Epmonpson. Let us have about a 3- or 4-minute recess here. I 
think we are holding several photographers up who want to take some 
pictures. We will let the pictures be taken, so that they can go on 
about their business. 

(Short recess. ) 

Starr Drrecror. Mr. Kay, I will remind you that you are to con- 
tinue under oath. 

We were talking about this transaction. We had gotten to the point 
where Mr. Hickey had come to your home and had discussed this 
transaction with you and had indicated to you that you would realize 
about $350, which you did subsequently realize, from the transaction. 

Now, at that time, what were the discussions between you and Mr. 
Hickey regarding your intent to use the property or live in the 
property ¢ 

Mr. Kay. I never asked him about living in the property, and he 
didn’t volunteer any information about it. 

Srarr Direcror. Did you, at the time you entered into the trans- 
action, have any intention of living in the house? 

Mr. Kay. No, sir. 

Srarr Direcror. And do you believe that he understood that you 
did not have any intention of living in the house? 

Mr. Kay. Yes, sir. 

Srarr Director. You think there could be no doubt in Mr. Hickey’s 
mind, or that he did not realize or understand that you did not intend 
to live in this house? 

Mr. Kay. No, sir. 

Srarr Drrecror. This is a certificate of discharge, dated December 
9,1945. [Reading:] 

Notice of separation from United States naval service. Please acknowledge 
receipt of these documents on enclosed copy of this letter and return to this 
office for our files. A check for $160, representing the first year’s interest on the 
guaranteed portion of your veteran’s real-estate loan has been received from the 
Veterans’ Administration and applied to the principal balance of your note. Your 
loan has now been set up on our records as contract collection 1008, held at our 
Van Nuys branch, and we would appreciate having you contact us if we may be 
of any assistance to you. We hope that this transaction has been handled to 
your satisfaction, and wish to thank you for your cooperation in this regard. 

Very truly yours, 
CITIZENS NATIONAL Trust & Savines BanxK or Los ANGELES. 

Signed by C. F. Fusher, assistant manager, real estate loan de- 
partment, as servicing agent. This appears at the bottom of the letter: 

As servicing agent for J. Hartley Taylor, Inc. 


Do you know who J. Hartley Taylor is, Mr. Kay? 
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Mr. Kay. I know him as a builder or developer of the tract. That 
is only what I heard. 

Starr Drrecror. You understand that he built the tract that con- 
tained the house in question, the house on which you obtained the loan ? 
Mr. Kay. Yes, sir. 

Mr. Epmonpson. Mr. Kay, did you ever see this house that you were 
making this transaction for ¢ 

Mr. Kay. No, sir. 

Mr. Epmonpson. You never even saw it? 

Mr. Kay. No, sir. 

Mr. Epmonpson. Did your wife or any member of your family ever 
go out to look at it? 

Mr. Kay. No, sir. 

SrarF Director. Do you know the details concerning the loan, how 
much of a loan was obtained? Was there any down payment money 
advanced by you? 

Mr. Kay. No, sir. 

I was told at the time the price of the home. 

Mr. Epmonpson. What was that? 

Mr. Kay. But I am not certain. I think it was around $11,000 or a 
little over, I believe. 

Mr. Weaver. I would like to ask you a question. Did you say 
originally that you went to the bank? I know they sent you a letter, 
but did you go to the bank and talk to someone in the bank ? 

Mr. Kay. Yes, sir. 

Mr. Weaver. Was it clear to them that you were not going to live in 
this house? Was that ever discussed ? 

Mr. Kay. No, sir, I don’t believe so. As far as I know, they under- 
stood that I was buying the house to live in myself. 

Mr. Weaver. Thank you. 

Srarr Drrecror. Mr. Kay, our records indicate that the loan was 
$11,245. Does that seem about correct to you ? 

Mr. Kay. Yes, sir. 

Srarr Direcror. And you say you made no advancements of down- 
payment ? 

Mr. Kay. That is correct. 

Srarr Direcror. Do you know whether Mr. Hickey made any sort of 
downpayment in your behalf? 

Mr. Kay. I understand that he did, and as best I can remember he 
told me to tell them at the bank—I am not sure. It seems to me that he 
had made a payment—I don’t know how much—in my name to the 
bank. I remember him telling me that. 

Starr Director. And did he caution you to bear that in mind in 
your discussions with the bank, that that was your payment? 

Mr. Kay. Yes, sir. 

Mr. Epmonpson. Mr. Kay, did you know what that $160 which is 
mentioned in-that letter was ? 

Mr. Kay. No, sir; I didn’t. 

Mr. Epmonpson. Do you know now that that was a gratuity from the 
United States Government which was paid to you to apply on the loan 
which you had applied for, just as an assistance from the Government 
to you on the payment on this note? 

Mr. Kay. No, sir; I didn’t know. 
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Starr Drrecror. You did not realize, then, that that $160 had been 
paid by the Federal Government in your behalf, which in fact you did 
not benefit from, but the benefit of which was derived by someone else 
who assumed the loan? You didn’t understand that ? 

Mr. Kay. No, sir; I didn’t know that any amount of money had been 
paid by the Government. And even when I read this letter, I misin- 
terpreted it, I suppose, because I don’t remember having understood 
anything like that. 

Mr. Epmonpson. Do you believe that Mr. Hickey had paid the $160? 

Mr. Kay. That was what I had understood; yes, sir. 

Srarr Drrecror. Back to this trip you made to the bank and the 
discussions you may have had with Mr. Hickey concerning what you 
were to tell the bank: Did he specifically give you instructions to rep- 
resent to the bank that you had made a downpa yment ? 

Mr. Kay. Yes, sir, I believe so. However, I won’t make that as a 
definite statement. I believe that he had instructed me to pretend that 
I had made a certain amount of payment. 

Starr Drrecror. Did he ever discuss with you or instruct you as to 
your method of procedure or the limits of your conversation or the 
nature of the representations that you should make should you talk 
to the Veterans’ Administration? In other words, did he caution you 
not to indicate that you were not going to live in this house? 

Mr. Kay. I don’t remember, sir. 

Starr Director. You don’t recall him ever giving you any instruc- 
tions of that nature? 

Mr. Kay. No, sir. 

Starr Drrecror. And I believe you said earlier that there were no 
conversations as to that, and you didn’t know who was to get the house. 

Mr. Kay. That is correct. 

Starr Drrecror. And you didn’t know until some time later? 

Mr. Kay. Yes. 

Srarr Director. I assume at the time of this transaction you signed 
various domuments with Mr. Hickey. 

Mr. Kay. Yes, sir. 

Starr Direcror. Do you know whether those documents were 
notarized ? 

Mr. Kay. Not to my knowledge. 

Starr Director. Did you sign any documents before a notary? 

Mr. Kay. No, sir. 

I might possibly have at the bank, but I don’t remember. 

Starr Director. If those documents which you signed, such as a 
sales contract or deposits or that sort of thing for and with Mr. Hickey, 
are notarized, would it mean that they were notarized later, since 
you did not sign them in the presence of a notary ? 

Mr. Kay. Yes, sir. 

Starr Dimecror. Do you recall whether the documents which you 
signed, which Mr. Hickey presented to you to be signed, were dated, 
or completed ? 

Mr. Kay. I don’t believe they were completed, and I don’t remember 
a date. 

Starr Director. Do you believe that you signed some undated blank 
papers ¢ 

Mr. Kay. Yes, sir. 
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Srarr Direcror. And paper which were not notarized ? 

Mr. Kay. Yes, sir. 

Mr. Epmonpson. Are you married, Mr. Kay ? 

Mr. Kay. Yes, sir. 

Mr. Epmonpson. Did your wife sign these papers, too ? 

Mr. Kay. I believe so. 

Mr. Epmonpson. Did she come down to the office to sign them with 
you, or did you take them out to the house for her to sign? 

Mr. Kay. I believe that Mr. Hickey brought them to my home for 
us to sign them. 

Mr. Epmonpson. Did he have a notary public with him? 

Mr. Kay. No, sir. 

Mr. Weaver. Did she go to the bank with you ? 

Mr. Kay. I can’t remember, sir, whether she went with me or not. 
I believe that she did. 

But the reason I don’t remember these things is that I had no idea 
they were important. I had no idea that there was anything wrong 
in this transaction. If I had looked into it further and called some- 
one in authority, I would have known, but I didn’t take the precaution 
of doing that. And that is why my memory doesn’t go back so well 
on this. 

Mr. Weaver. Can you recall: Did Mr. Hickey give you any assur- 
ance as to the legality of this transaction at the time? 

Mr. Kay. Yes, sir. My wife and I both asked him if it was legal, 
and he assured us that it was perfectly legal. 

Mr. Epmonpson. Did he discuss in any way with you the $160 gra- 
tuity which the Government was going to pay as first year’s interest 
on this loan ? 

Mr. Kay. Not that I remember, no, sir. 

Mr. Weaver. Had you ever talked with anyone about Mr. Hickey 
or his background in this business, as to his reliability ¢ 

Mr. Kay. No, sir; I did not. 

Mr. Epmonpson. Did you have knowledge of other veterans who 
were doing the same thing with their veteran’s entitlements ¢ 

Mr. Kay. No, I didn’t know ofa single case of that. 

Starr Director. Mr. Hickey did not mention that he was consum- 
mating transactions similar to this with other veterans, in his discus- 
sions with you ? 

Mr. Kay. I don’t believe he mentioned that, no, sir. 

Mr. Epmonpson. Thank you. 

Starr Direcror. Mr. Kay, if you will stay with us just a little while, 
our next witness will be Mrs. Hansen, and then perhaps we can dis- 
miss you both when we are finished. 

Would you remain standing and raise your right hand, please? 
Mr. and Mrs. Hansen, do you swear that the testimony you are going 
to give in these proceedings, will be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Hansen. I do. 

Mrs. Hansen. I do. 

Starr Direcror. Will you sit down there, please ? 

Mr. EpmMonpson. Will you state your full name ? 
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TESTIMONY OR ARNOLD C. AND ALICE L. HANSEN, LOS ANGELES, 
CALIF. 


Mr. Hansen. Arnold C. Hansen. 

Mr. Epmonpson. And your address ? 

Mr. Hansen. 9317 Crenshaw. 

Mr. Epmonpson. Is that in Los Angeles? 

Mr. Hansen. Yes. 

Mr. Epmonpson. And Mrs. Hansen, will you give your full name, 
please ¢ 

Mrs. Hansen. Alice L. Hansen. 

Srarr Director. Mr. Hansen, are you a veteran / 

Mr. Hansen. No, sir. 

Starr Direcror. Mrs. Hansen, are you a veteran ¢ 

Mrs. Hansen. No, sir. 

Srarr Director. You of course heard Mr. Kay’s testimony, here, 
and you know what we are talking about. We are talking about the 
property at 4672 Enfield Avenue, Reseda, Calif. 

Can you tell us about your connection with that property? Will you 
give us a narrative statement as to your connection with that proper ty? 
In other w ords, we would like very much to know right from the be- 
ginning, who contacted you, what representations were made, and if 
possible, the dates involved, and so forth. 

Mr. Hansen. Approximately August 9 of 1952, we were driving 
down Lull Street, and we spotted a home. 

Starr Director. What street / 

Mr. Hansen. Lull, in Reseda. 

Srarr Director. Spell it. 

Mr. Hansen. L-u-l-]l. And we approached Mr. Hickey about the 
rental or the possibility of buying a home. Because the downpayment 
wasn’t so big, we talked to him, and he had a deal that he called an 
option to buy. 

Srarr Direcror. Excuse me; about how big, Mr. Hansen ? 

Mr. Hansen. I believe a $3,500 downpayment. 

Srarr Direcror. For a conventional purchase ? 

Mr. Hansen. Yes. So naturally, we didn’t have the downpayment, 
and he had a deal which was called an option to buy, which was a lease 
contract. On this lease contract we were supposed to pay $125 a month, 
and $25 a month additional if we recognized the option, which we did. 
And this deal was made where I was supposed to pay 3 months’ rent 
in advance. I argued that point and paid 2 months’ rent in advance, 
which was a total of $300 

And we moved in August 9. We moved into the premises. 

Srarr Direcror. Can we go back a little now, as to the date you 
signed the contract with Mr. Hickey? You didn’t take title to the 
property at that time. The date you obtained control of the property ; 
when was that? 

Mrs. Hansen. August 9. 

Srarr Drrecror. You moved in on August 9, but when did you sign 
the agreement with Mr. Hickey ? 

Mr. Hansen. A week before we moved into the home. In fact, that 
is just about the exact date. My attorney has all our papers, so I 
couldn’t bring them here. So we moved then into the home and signed 
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this statement for an option to buy. And we stayed there approxi- 
mately 15 months, and due to some bad conditions we wanted to get 
out of the house. 

So he sued me for some back rent I purposely let go because I had 
built a $650 fence on his property, put on a thermostat control for 
heat, and screen doors, and to get my money back I let some rent 
accumulate. 

And right after I moved out, he put an attachment against my car 
and sued me for $479, which I am now paying to him. But in the prop- 
erty I was supposed to have $1,500 equity at the end of 2 years and give 
him an additional $1,500 at the end of 2 years, and then the title would 
go to my name. 

Srarr Directros. What was the total purchase price of the property / 
Mr. Hansen. $13,500. 

Srarr Drrecror. And how much did you say you paid down 
initially ? 

Mr. Hansen. No; there was no initial payment. 

Srarr Direcror. No initial payment? 

Mr. Hansen. It was just what we called 2 months’ rent at $150. 
Srarr Drrecror. Did you know that the financing on this property 
was being obtained through a veterans’ loan ? 

Mr. Hansen. We got that information through the fact that we 
were receiving mail for William Kay, which we were supposed to give 
to Mr. Hickey when he came to the house. 

Srarr Direcror. What representations did Mr. Hickey make to you 
concerning the way he was financing this property for you, since you 
could not handle a conventional loan / 

Mr. Hansen. Well, it was because I recognized it then as the leas- 
ing of a house; in other words, not as a purchase, except that I was 
paying toward the option to buy. At the end of 2 years I had the 
right to take up the option and buy the home. 

Mr. Weaver. Did Mr. Hickey give you any explanation of why the 
mail for Mr. Kay was coming in there ? 

Mr. Hansen. No; not at the beginning. And after I lived there 
about 6 months, I sort of got kind of curious about who owned the 
house. And he admitted that he didn’t have it under his name, but it 
was only another 30 days, or something like that, and he would then 
have the title in his name. 

Mr. Epmonpson. I want to get this address definite, now. You 
mentioned Lull Street. 

Mr. Hansen. Well, first there was Saticoy, where he had his office. 
And he drove around Lull. Our house sets in a horseshoe off of Lull. 
Mr. Epmonpson. The house that you occupied and had this agree- 
ment with him on was 7642 Enfield Avenue, Reseda? 

Mr. Hansen. That is correct. 

Mr. Epmonpson. And your testimony throughout has referred to 
that house, then ? 

Mr. Hansen. That is right. 

Mr. Epmonpson. What was the purchase price that you agreed to 
pay for that? 

Mr. Hansen. It was supposed to be $13,500, and the option was 
written up where this $25 that I accumulated every month was to rec- 
ognize the option, plus a certain percentage of my $125 was building 
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up an equity of $1,500 at the end of 2 years. And at the end of 2 years 
I was supposed to add another $1,500, and then I was actually making 
the full purchase with a $3,300 downpayment. 

Mr. Epmonpson. But you elected not to go through with that agree- 
ment, then ¢ 

Mr. Hansen. Correct. 

Srarr Director. And was that basically because you were dissatis- 
fied with the house? 

Mr. Hansen. No; I wasn’t dissatisfied with the house. 

Srarr Director. Had you become doubtful about this transaction ? 

Mr. Hansen. No; I wasn’t worried about that. Like I say, I was 
living way out in Reseda and driving out to Slauson, and conditions 
made it unbearable for me to go thr ough. So we notified Mr. Hickey, 
but I let back rent accumulate to get my money out of it. 

Srarr Director. And he sued you successfully ? 

Mr. Hansen. Yes, sir. 

Starr Direcror. And you are paying on that suit ? 

Mr. Hansen. Yes. We just lost it a couple of weeks ago. 

Mr. Weaver. Do you have a copy of the option agi eement ? 

Mr. Hansen. My lawyer has. I tried to get in touch with him, but 
couldn’t get him. 

Srarr Dmecror. Has your lawyer ever given you any advice that 
sounded like the advice of Mr. Dean here, that the transaction might 
not be safe ¢ 

Mr. Hansen. We took it up with Mr. Hickey to see why we would 
have to pay on that basis, but he says this case is strictly a civil suit 
based on the fact that we broke a lease and owed him 4 months’ rent. 
So he didn’t go into the discussion of the illegal part of this. 

Srarr Director. Do you have any idea who has title to the house 
now ¢ 

Mr. Hansen. No. 

Starr Drrecror. Do you know whether anyone is living in the 
house now ? 

Mr. Hansen. Yes. 

Starr Drrecror. Who? 

Mrs. Hansen. I don’t know, but somebody moved in immediately. 

Mr. EpmMonpson. Do you know whether they are renting, or buying ? 

Mrs. Hansen. No. 

Starr Drrecror. It is your impression ? 

Mrs. Hansen. A neighbor told me. 

Starr Director. A neighbor told you they are purchasing the house 
under an arrangement similar to the one that you were following ? 

Mrs. Hansen. Yes. 

Starr Drrecror. Since you had no discussions with Mr. Hickey as 
to the presence of this veteran, can you confirm whether you moved 
into this house before the veteran consummated his loan? Do you 
know ? 

Mr. Hansen. Yes; because Mr. Hickey told me he didn’t think it 
was possible, because it had to go through escrow. And I moved in 
there before anything had happened. 

Starr Drrecror. And you knew that at the time? 

Mr. Hansen. I can’t say I knew of this financing. I knew that 
I didn’t have the right to move into the house, as far as the veterans’ 
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rules were concerned. And I didn’t know whether he owned it or 
Mr. Kay owned it at that time. The way I was leasing the place, it 
didn’t make much difference who owned it. 

Srarr Direcror. At the time, though, you did know Mr, Kay was 
a veteran in the picture? 

Mr. Hansen. And we received this mail from the bank. 

Mr. Epmonpson. You are quite sure you moved into this property 
under an agreement with Mr. Hickey in August of 1952, at least a 
month in advance of the first application for a guaranteed loan with 
the VA, which took place September 12, 1952? 

Mr. Hansen. That is correct, sir. 

Mr. Epmonpson. Do you know of any other transactions in that 
same area, of a nature similar to yours? 

Mr. Hansen. Yes, sir. 

Mr. Epmonpson. Would you give the committee the names and 
addresses, if you have them ? 

Mrs. Hansen. Mr. and Mrs. Pack. 

Mr. Epmonpson. P-a-c-k? 

Mr. Hansen. Yes, they are right across the street. 

Mr. Epmonpson. Under a similar arrangement ? 

Mrs. Hansen. Yes. 

Mr. Epmonpson. And it was your impression that a veteran’s loan 
was used to finance that property ? 

Mrs. Hansen. Yes. 

Mr. Epmonpson. And they bought that through Mr. Hickey ? 
Mrs. Hansen. Yes. 

Mr. Hansen. And there is one more, here in the courtroom now, 
Mr. Faille. 

Starr Direcror. Thank you very much, Mr. and Mrs. Hansen. 
You are excused. 

Mr. Epmonpson. Thank you. 

Srarer Drrecror. Mr. Faille, please. Mr. Robert Leon Faille? 

Mr. Faille, do you swear that the testimony you are about to give 
in these proceedings will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Fate. I do. 

Starr Direcror Will you sit down, please / 

You have heard the nature of the questioning here, Mr. Faille. Are 
you a veteran ¢ 


TESTIMONY OF ROBERT LEON FAILLE, SOUTH GATE, CALIF. 


Mr. Fate. Yes, sir. 

Starr Director. What service? 
Mr. Fartie. Marine Corps. 
Srarr Direcror. In World War IT? 

Mr. Fartie. Yes, sir, 

Starr Direcror. We are referring here to the property located at 
17958 Lull Street, Reseda, Calif. W ould you tell us the circumstances 
concerning your rel: ition to that yroperty? You have heard the 
testimony “here. We are aortioutiie interested in how you got into 
the transaction, your discussions with Mr. Hickey, and what you did 
about the property. 
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Mr. Fatuie. Well, sir, I was working at Schwinn Engineering at 
the time and was working with Arnold Hansen, and he had just re- 
cently moved into this home on Enfield Street 

Srarr Director. Will you give your full name and address, please ? 

Mr. Famxes. Robert Leon Faille, F-a-i-l-l-e, 9506 Long Beach 
Boulevard, South Gate. 

ag Direcror. Go ahead, Mr, Faille, please. 

Mr. Faux. So I recently got out of the Marine Corps, in 1952, 
February of 1952. 

Srarr Director. Will you speak a little louder, please / 

Mr. Fate. I got out of the Marine C orps in 1952, in February. 
So we were living with my wife’s aunt. So it was kind of congested 
there, so we decided we needed a place to live. So Mr. Hansen told 
me about this place on Lull Street which I could rent. So he con- 
tacted Mr. Hickey for us, and we talked to Mr. Hickey about it. 

Srarr Direcror. Now, give us some detail of that discussion, Mr. 
Faille. You contracted Mr. Hickey, and what did you ask him, and 
what did he say? 

Mr. Fartie. Well, first of all, it was just on a rental basis. So then 
he informed me that I could also rent this with an option to buy, 
where I could take it at $125 a month. 

So I asked him, rather than take it on an option to buy, “Why can’t 
I use my GI loan on it?” Well, he informed me that I could use my 
GI loan, because the house was already purchased on a GI loan. 

StaFF Director. Did he tell you whose GI loan ¢ 

Mr. Fartte. No, sir. 

So, like Mr. Hansen. as long as I was just going to lease it, I figured 
I wouldn't worry about who owned the house until it came time to— 
In fact, I assumed Mr. Hickey owned it, seeing he gave no lease. Let’s 
put it that way. 

However, we moved into the house, I guess around September or 
October, somewhere around there. And everything went along, and 
we were paying our $125 a month—— 

Starr Director. Excuse me. Let me interrupt you here. The 
lease, or the lease option agreement that you signed, was similar to the 
one deseribed a Mr. and Mrs. Hansen ? 

Mr. Fame. Yes. 

Starr Direcror. And is that it here [indicating] ? 

Mr. Faruix. Yes. 

Srarr Direcror. Can you recite the basic provisions? How much 
did the option agreement require you to pay for the property ? 

Mr. Fare. Two months in advance. 

Ah, you mean the total selling price? I believe it was thirteen four 
or thirteen seven. I am not too sure on that. 

Srarr Drrector. I believe that would give you a total of between 
$15,435 and the total downpayment, $3, 300. 

Mr. Faux. That is correct. 

Starr Director. Was it your impression that the veteran’s loan 
loan or the financing on the property was $10,435 ? 

Mr. Fate. No, we were led to believe it was right around 13. 
In fact, we didn’t know. Right to this moment I don’t know whether 
the house actually went to escrow as far as the Veterans’ Administra- 
tion was concerned. 
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Srarr Drrecror. All right. Go ahead and discuss the nature of 
the option agreement. 

Mr. Faititx. Well, we were to pay $125 a month for the first year 
and $150 a month for the second year. 

Now, the difference between $125 and $150 was going to be applied 
in the downpayment predicated over a period 2 years; also a per- 
centage of the $125, naturally knocking off the taxes and everything 
else. We were paying also the taxes on the property, I believe. And 
then another percentage would be applied to the total downpayment ; 
the total downpayment being $3,300. And I believe that we would 
have put in something like $1,800 predicated over a period of 2 years, 
and then the balance we would have to come up with in 24 months. 

Well, I believe in January or February of 1953, we received a letter 
to Mr. Kring from the Veterans’ Administration. 

Srarr Drrecror. Spell that name, please. 

Mr. Farue. K-r-i-n-g. 

Srarr Director. The letter was addressed to Mr. Kring? 

Mr. Fame. Addressed to Mr. Kring. 

Srarr Drrecror. And appeared to be from whom ? 

Mr. Fattix. The Veterans’ Administration. 

So at the time, my mother-in-law was out here. And she told me I 
had received a letter from the Veterans’ Administration. So I came 
home. I never looked at the letter. I just immediately opened it up. 
I didn’t see who it was addressed to. So after I opened it up, there 
was a discharge and various documents in there. 

So I was aware that we were the first tenants in the house, and I 
couldn’t see how anyone else had this for an address. 

So immediately upon receipt of this letter, I called Mr. Hickey. 
So Mr. Hickey said he would come over and pick it up and forget all 
about the incident. 

Well, at that time I talked to a few of the neighbors around the 
property, and they told me what they had paid for the Jeet: It 
was all right around $11,000, $11,500, and $12,000. So TI just couldn’t 
see this inflated price on my home. 

So then I found out it was purchased through a veteran. And we 
called Mr. Hickey and told him I couldn’t see where this lease was 
valid, for the simple reason that he signed as the owner of the property, 
and I couldn’t see that he was. It just had gone through escrow 
sometime the first of 1953. So I wanted to move out. So he threat- 
ened tosue me. So then I went down seeking advice from Mr. Kring, 
of the Veterans’ Administration. 

So nothing ever came up. Mr. Hickey never sued me. 

Srarr Director. Did you leave the property then ? 

Mr. Fate. Yes, we left the property in, I believe, May or June 
of 1953. 

Srarr Director. About how much money had you paid into it 
under this arrangement? You were paying about $125 a month. 

Mr. Fart. I figure probably around $900. 

Srarr Drrecror. And you had lived there about how many months? 
Mr. Fattite. Sevenmonths. Oh,morethanthat. I was there about 
10 or 11 months, I imagine. It would actually be over $900. It would 
be pretty close to $1,200. 

Srarr Drrecror. What happened to the property after you left it? 
Mr. Faruie. Well, I really don’t know, because I wasn’t paying too 
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much attention to it, but I understand it was vacant for some time. 
And I realized that I had a lease, and I was a little worried then, 
because I figured, “How about the rent while the house was un- 
occupied ¢” 

However, the house has been rented, as I understand, 2 or 3 times 
since I left it. 

However, I don’t know the nature of it, whether they are renting it 
under an option to buy, or just renting. 

Mr. Epmonpson. What were you told your payments would be after 
you had made your downpayment? 

Mr. Fainie, Approximately $67 a month. That was Just a rough 
estimate. 

Mr. Epmonpson. Did you ever meet Mr. Kring or talk to Mr. Kring? 

Mr. Fainte. No; I didn’t. 

Mr. Epmonpson. Do you have any questions, Mr. Weaver ¢ 

Mr. Weaver. No; not at this time. 

Mr. Epmonpson. Do you know of any other similar transactions in 
this area where veterans’ loans were obtained by veterans who never 
occupied the houses and other people took over the properties? 

Mr. Farux. Well, the only one I know of is Mr. Hansen. Those are 
the only people that I actually had anything to do with in the neigh- 
borhood. So I couldn’t state whether it was more than two. 

Mr. Weaver. Did Mr. Hickey ever ask you about your certificate? 

Mr. Fame. My certificate? 

Mr. Epmonpson. Your right to get a GI loan. 

Mr. Fatuie. Mr. Hickey told me seeing I wasn’t using my entitle- 
ment on this loan, I could have a chance to make a few dollars on it. 
However, I figured it came a little harder than that. So I figured 
that I could use it for other ways. 

Starr Drrecror. Did he give you any discussion as to precisely how 
you could make these few dollars? Did he tell you what you would 
have to do? 

Mr. Fattie. No, sir; there was no mention of what I would be com- 
pelled to do or mention of moneys that I would receive from turning 
over my entitlement. 

Starr Drrecror. He didn’t suggest that he would give you a certain 
amount to cooperate? 

Mr. Faruxe. No, sir. 

Srarr Direcror. Do you know how much money he may have given 
to Mr. Kring? 

Mr. Fatze. I wouldn’t know Mr. Kring if he were sitting right in 
front of me, sir. 

Starr Drrecror. That is all. 

Mr. Epmonpson. That is all. Thank you. 

Starr Dirrecror. And you are free to go. 

Mr. Farue. Thank you. 

Starr Direcror. Mr. Deems, please. 

Mr. Deems, do you swear that the testimony you are about to give 
in these proceedings will be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Deems. I do. 

Starr Drrecror. Have a seat, Mr. Deems. 

Mr. Deems, you have heard this discussion here concerning this 
property. Would you state your full name and your present address, 
please ? 
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TESTIMONY OF RALPH F. DEEMS, JR., RESEDA, CALIF. 
Mr. Derems. Ralph F. Deems, D-e-e-m-s, Jr., 17924 Lull Street, 


Reseda. 

Srarr Direcror. You have heard this discussion concerning the 
property located at 17958 Lull Street, Reseda, Calif., Mr. Deems. Did 
you ever live in that property ¢ 

Mr. Deems. Yes, sir. 

Srarr Director. Will you tell us your participation in transactions 
relating to that property ? 

Mr. Deems. On August 14, 1954, I think it was, I signed a lease 
agreement. 

Srarr Director. Are you sure that is 1954? 

Mr. Deems. 1953. I signed a lease agreement for renting that 
property. I think it was for a year. 

Srarr Director. Was that strictly a lease, or was it similar to this 
lease-option agreement which has been described here previously ? 
Was it a lease, or were you given the opportunity to buy at the end 
of your period ¢ 

Mr. Dees. It was a rental lease. 

Srarr Drrecror. Strictly a rental lease. You had no option to 
purchase ? 

Mr. Derns. No. 

Srarr Direcror. Whom did you sign that lease with ? 

Mr. Derms. James B. Hickey. 

Srarr Direcror. And how long did you occupy the property ? 

Mr. Derms. I think it was in accordance with the terms of the 
lease agreement. 

Srarr Drrecror. For 1 year? 

Mr. Dreems. Yes. 

Srarr Director. And you fulfilled your part of the lease agreement ? 
Mr. Dreems. Yes, sir. 

Srarr Director. And paid your payments? 

Mr. Deems. Yes. 

Srarr Director. And lived in the house? 

Mr. Derms. Yes. 

Srarr Drirecror. And you moved out at the end of the lease 
agreement ? 

Mr. Derems. Yes, sir. Well, I moved out a little before, but the 
lease agreement was paid as agreed. 

Starr Drrecror. Whom did you make the payments to? 

Mr. Derems. James B. Hickey. 

Srarr Direcror. Are those your checks? 

Mr. Derems. Yes, sir. 

Srarr Direcror. Could I see them, please? 

Mr. Chairman, these appear to be a series of checks signed by Mr. 
Deems, the first one being dated August 14, 1953; the last, August 
16, 1954. And they were all payable to Mr. Hickey, Mr. James B. 
Hickey, and bear the endorsement or the stamp of Mr. Hickey. 

Mr. Epmonpson. Are you presently occupying the Hickey 
property ? 

Mr. Derms. No, sir. 

Mr. Epmonpson. Have you purchased a home? 
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Mr. Derems. We purchased a home a few doors from this property 
we are talking about. 

Starr Drrecror. Did you purchase it through Mr. Hickey? 

Mr. Drrms. No, sir. 

Srarr Direcror. And it is not part of this same project ? 

Mr. Deems. It is part of the same tract. 

Srarr Direcror. Whom did you purchase it through / 

Mr. Dees. I purchased it through Donald ¢ ‘olburn. 

Starr Direcror. Did you purchase it on a veteran’s loan? 

Mr. Derems. There is a veteran’s loan on it. 

Srarr Drrecror. Had the veteran lived in the house before you 
purchased it? 

Mr. Derms. Mr. Colburn bought the home from another party. I 
don’t have the name now, but of course I can obtain it. And I don’t 
know whether he is a veteran. 

Srarr Direcror. You mean the previous owner was a veteran. Do 
you think Mr. Colburn is a veteran ? 

Mr. Derms. I don’t know. 

Srarr Direcror. Well, I thought I understood you to say that you 
purchased the property through | a transfer of a GI loan. Now, that 
would have te be Mr. Colburn’s, would it not? Or the transfer of an 
earlier individual ? 

Mr. Derrms. Yes, but he originally purchased it from another party. 

Mr. Epmonpson. Was Mr. Colburn a real-estate man ? 

Mr. Drerems. No. 

Mr. Epmonpson. Simply the owner of the premises from which you 
purchased it ¢ 

Mr. Deems. He was the owner. 

‘Srarr Drrecror. What was your testimony regarding Mr. Colburn 
living in the property. 

Mr. Deems. Mr. Colburn was the owner at the time I purchased the 
property at 17924 Lull. 

Srarr Direcror. 17924 Lull. And is that the best you can do on Mr. 
Colburn’s name? Do you have the initials, or first name ? 

Mr. Derms. Donald F. Colburn, C-o-l-b-u-r-n. And he purchased 
the home before that from another party. 

Mr. Epmonpson. How did you have knowledge that there was a GI 
loan on that house ¢ 

Mr. Deems. Through the conversation with the fellow, Mr. Colburn. 

Srarr Direcror. And as I understand it, vou don’t believe the loan 
was in Mr. Colburn’s name, but in a prior individual ? 

Mr. Drrems. Yes, sir. 

Mr. Epmonpson. Do you know the period of occupancy of Mr. Col- 
burn ¢ 

Mr. Deems. Approximately 6 months. 

Mr. Weaver. Are you a veteran / 

Mr. Deems. Yes, sir. 

Mr. Weaver. Have you ever used your entitlement yet ? 

Mr. Dreems. No, sir. 

Mr. Weaver. Did you ever discuss that with Mr. Hickey, as to the 
possibility of its use? 

Mr. Deems. No. 

Mr. Weaver. It was never mentioned by him to you? 

Mr. Deems. No. 











































1456 IRREGULARITIES IN LOAN PROGRAM IN CALIFORNIA 


Starr Drrecror. Have any other individuals ever approached you 
on the same subject ? 

Mr. Derms. No. 

Mr. Epmonpson. Do you know what the name of the company was 
that developed this tract ? 

Mr. Derems. No, sir; I don’t. 

Mr. Epmonpson. I think that is all, then. Thank you very much. 
Starr Director. Mrs. Ruth Stevens? (No response.) 

Mr. Moore? 

Mr. Moore. Sir, will you direct the question to my wife? At the 
time of the transaction, she did all of it, and she could answer you 
more directly and better. 

Mr. Epmonpson. Would you give your full name, please, ma’am ? 
Mrs. Moore. Mabel R. Moore. 

Mr. Epmonpson. Will both of you stand to be sworn, in case you do 
answer any questions, Mr. Moore? 

Srarr Direcror. Will you raise your right hand, please? Mr. and 
Mrs. Moore, do you swear the testimony you are about to give will 
be the truth, the whole truth, and nothing but the truth, so help you 
God? 

Mr. Moors. I do. 

Mrs. Moore. I do. 

Mr. Epmonpson. Did you give your name and address for the 
record ¢ 


TESTIMONY OF BOOKER J. AND MABEL R. MOORE, WHITTIER, 
CALIF. 


Mrs. Moore. Not our address; 11609 Sunnybrook Lane, Whittier. 
Srarr Director. We are going to talk to you, Mrs. Moore. We are 
interested in the property located at 11609 Sunnybrook Lane, Whit- 
tier, Calif. 

Mrs. Moore. Yes, sir. 

Srarr Director. Would you tell us of the transactions which you 
entered into relating to that property? You see what we are inter- 
ested in. We are interested in how you became interested in the prop- 
erty, what you did, and particularly your discussions with Mr. Hickey, 
and that sort of thing. 

Mrs. Moorr. We went to see the property as a result of that ad in 
the newspaper. “Nonvets,” it is headed. 

Srarr Director. Do you remember what paper this came from ? 
Mrs. Moore. It could be the Examiner or the Times. A Los An- 
geles paper. I think it was the Examiner. 

Starr Drrecror. The ad which appeared in the paper, Mrs. Moore, 
that you have referred to, reads as follows: 


Nonvets, $950 Down! 


Country club estates, 3 br. one and one-half bath, fireplace, one-half acre view 
lots. Sale price, $15,950. Directly on Clock Country Club Golf Course. Turn 
in at Clock Country Club entrance, 14,000 Anaheim-Telegraph Road, and follow 
“Forever House” sign. Call evenings, Oxford 66954. 


You were first attracted to the property by that advertisement, 
Mrs. Moore? 
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Mrs. Moore. Well, frankly, no. We had seen the Forever House 
in Fullerton, which was too far away. So I saw this in the paper. 
I called the Oxford number, talked to Mr. Oral C. Fillinger, who 
handled the sales for the tract. 

Starr Direcror. Excuse me. When you talked to this man, what 
was your understanding as to who he was? 

Mrs. Moore. That he was the real-estate broker who was handling 
the sale of the property on that tract. 

Srarr Director. And he later gave you this card? 

Mrs. Moore. That is right. 

Srarr Drrecror. Oral C. Fillinger, real-estate broker, Oxford 
66954, 601 Flomar Drive, Whittier, Calif. ? 

Mrs. Moore. That is right. 

Srarr Direcror. Did you understand him to be associated with 
Mr. Hickey’s real-estate company ¢ 

Mrs. Moore. I knew nothing about him until we came out, 2 nights 
later, to talk to him. And at that time, when we looked the houses 
over, there was at that point only 5 houses for sale. We chose one. 
And when we went back to Mr. Fillinger’s office, which was in one 
of the houses in the tract, and made arrangements to purchase, of 
course at that point we heard Mr. Hickey’s name. 

It was our understanding then that Mr. Hickey owned all the houses 
in the tract, and this was his sales office; he was the owner. And that 
was as much as we knew. 

Srarr Direcror. You understood that this real-estate salesman, 
then, was employed by Mr. Hickey ? 

Mrs. Moore. That is right. 

Srarr Direcror. What representations were made to you! I assume 
after inspecting the houses you had discussions about the financing. 

Mrs. Moore. That is right. 

Srarr Direcror. What was said, and by whom? 

Mrs. Moore. Well, we told him what our particular situation was. 
We owned a house in West Los Angeles which we were selling. We 
hadn’t sold it at that point. So we told him we didn’t want to tie 
up any capital. We would like to make the best arrangements we 
could financially, without putting too much money into it. 

So Mr. Fillinger said—and actually, he made the terms, because we 
didn’t know actually how to go about it—that if we would put $200 
down, it would hold the house for us, and that if we could, within a 
period of 3 months, make a payment of $3,000, we would save $950 
and would secure the house for $15,000 even. 

Srarr Direcror. Now, what were you told, or what was your under- 
standing, about the source of the financing ? 

Mrs. Moore. Well, my understanding of it—and I didn’t think about 
it too much—was simply that Mr. Hickey was the promoter and the 
sales person and carried what I assumed to be the second-trust deed. 
Because we were told that the Allied Credit, Inc., held the first-trust 
deed on the house. 

Starr Director. Did you know that that was a veterans’ guar.nteed 
loan ¢ 

Mrs. Moore. Oh, no; we had no idea about anything to do with 
— veterans until we were invited to the meeting at which Mr. Dean 
spoke. 
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Srarr Drecror. You are not retaining Mr. Dean, are you? 

Mrs. Moorr. Oh, no. 

Srarr Drrecror. But he said there were several others there. 

Mrs. Moore. I believe it is the one of which he spoke, unless there 
were other meetings. I don’t know. 

Srarr Direcror. Are you living in the property now 4 

Mrs. Moorr. Yes; we are living in the property now. We moved in 
on May 1, 1954. 

Srarr Drrecror. May 1, 1954. And it was a new house when you 
moved in? 

Mrs. Moore. It had been completely unoccupied. 

Srarr Direcror. There was no evidence of previous occupancy 4 
Mrs. Moore. No evidence of previous occupancy. 

Srarr Direcror. After you moved into the property and became 
acquainted in the neighborhood, did you then hear discussions among 
perhaps veterans’ wives that they had obtained these properties at a 
lower price / 

Mrs. Moore. We heard nothing whatsoever until I received a tele- 
phone call and was invited to this meeting to discuss the matter of 
veterans having sold their rights of purchase to Mr. Hickey and the 
possibility that he would be unable to clear title. And we felt pretty 
confident ourselves that this was not so in our case, but we intended to 
find out. And for this reason only. We received a telephone call 
from the Crystal Mutual Water Co., who supplied at that time the 
tract with water. And we were told that we had 114 shares of stock, 
which I understand is held by the Allied Credit Corporation, or 
Incorporated, or whatever it may be. 

And when I talked with them, I learned that these shares were being 
transferred from a Joseph Otto Davis and Sammie or Saimi, S-a-i-m-1, 
Davis, in our name. And I asked why, and they said, “Well, origi- 
nally the Davises had planned to buy the house.” And I didn’t think 
too much about it, because they said they had transferred this to our 
name, and that was all that was necessary. 

Then, when I received the escrow papers, with the insurance on the 
house, the old policy carried the name of Joseph Otto Davis and Saimi 
R. Davis, I believe it was. 

So I called up the insurance company and told them that we were 
the people who were buying the house, and that they would kindly 
endorse the policy over, if they would; which they did; and that the 
only time that the name “Davis” ever appeared 
Mr. Epmonbson. Could I see those ? 

Mrs. Moorr. You certainly may. And to our knowledge—lI believe 
I can speak for my husband as well—we do not know whether or not 
the Davises purchase the house at any point or had planned to and 
stopped there. We do not of our own knowledge know that this 
Mr. Davis on the policy there is a veteran and that he sold to Mr. 
Hickey. Of our own knowledge, we know none of those things. 
Srarr Director. You do know, though, that Mr. Hickey had title 
to the property and sold it to you. You know that. 

Mrs. Moore. That is right. 

Mr. Epaonpson. Have vou ever looked at an abstract on this prop- 
erty to see the sequence of dates on the deeds ? 

Mrs. Moore. No. No: but when this business about the possibility 
of the house having been purchased from a veteran who had no real 
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right to sell under fraudulent conditions such as these—we were con- 
cerned, because we attended this meeting and learned that these people 
had bought under what is called a conditional sale. In other words, 
it is a sort of a lease thing. And they had no right to the property 
until they had paid off, in this partic ‘ular instance, Mr. Hie ‘key. 

And so we wanted to be sure that we were in the clear. We have not, 
as I say, found out whether or not Mr. Davis bought the house, or only 
started to, and don’t know whether he was a veteran. 

Mr. Weaver. Did you at any time ever receive any mail at your 
home after you moved in / 

Mrs. Moore. No. 

Mr. Epmonpson. To Mr. Davis? 

Mrs. Moore. The water company called us to tell us the water stock 
was being transferred to our name, but sent to Allied Building. 

Mr. Epmonpson. Had Mr. Hickey previously advised you if any 
mail came you were to contact him ¢ 

Mrs. Moore. We have never seen Mr. Hickey until this morning. 

Srarr Direcror. The dealing was exclusive ‘ly through—— 

Mrs. Moore. Through Mr. Fillinger. 

Mr. Epmonpson. Are you aware now of the fact that Mr. Hickey 
transferred the property to you by a deed dated April 5, 1954, and 
notarized April 10, 1954, although the deed transferring the property 
to him from the veteran was not notarized until April ‘15, 1954! 

Mrs. Moorr. No. Of that, we would, as far as I know, have no 
way of knowing. 

Starr Direcror. You don’t have an abstract ¢ 

Mrs. Moore. We have our title policy, our joint tenancy deed, the 
note which we paid off to Mr. Hickey at 7 percent, because we took 
that long to sell our other house. 

When we attended this meeting at—I don’t know whose home it 
was. I called up the escrow people, and they assured us that every- 
thing that we had was clear; that it was very apparent that Mr. 
Hickey must be in the clear, or he could not produce the joint tenancy 
deed and the policy, and so on, and so forth. And I said, “But are 
you sure‘” He said, “The only way you can really find out is to 
have the title searched, and it will cost you about a hundred dollars, 
and I don’t advise it. You are in the clear.” 

And because I still do not know whether Mr. Davis was the original 
purchaser or whether he was a veteran, or whether there was any- 
thing else wrong with this particular sale, we have done nothing until 
this point. When we were served the subpena, we were very happy 
to come and do what we could. 

Starr Direcror. We appreciate very much your coming. 

Mr. Epmonpson. I want to call at this time, and would like the 
reporter to record the call, Mr. Joseph Otto Davis, Jr. He is under 
subpena as a witness. 

Joseph Otto Davis, Jr.? 

Rosert Ler Kring. Robert Lee Kring / 

I think earlier we called the names of two other witnesses who had 
not appeared at that time. Mr. Faille, I think, was one of them, and 
he has appeared and testified. And who was the other one? Is Mr. 
Lathrop here now and ready to testify 

Mr. Laruror. Yes. 
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Mr. Epmonpson. All right, Mr. Lathrop. We will call you next, 
J believe. 

Io you have your papers all back now? 

Mrs. Moore. I believe so. 
Mr. Epmonpson. Thank you, ma’am. Thank you, Mr. Moore. 
The record will show that Mr. Davis, Mr. Joseph Otto Davis, Jr., 
and Mr. Robert Lee Kring, at 12:20 p. m., had failed to appear and 
answer on their subpenas. 

Lucille Rohnert ? 

If you want to bring someone with you, you are at liberty to do so. 
Mrs. Romnerr. No, I don’t have anyone. 

Starr Drrecror. Mrs. Rohnert, do you swear that the testimony that 
you are about to give is the truth, the whole truth, and nothing but 
the truth, so help you God ? 

Mrs. Rounerr. I do. 

Mr. Epmonpson. Will you state your full name, please, ma’am, and 
your address ¢ 


TESTIMONY OF LUCILLE ROHNERT, VAN NUYS, CALIF. 


Mrs. Rounert. Lucille Rohnert, 17336 Cantlay Street, Van Nuys. 
Srarr Direcror. Is it Mrs. or Miss Rohnert ? 

Mrs. Rouwnerr. Mrs. 

Srarr Drrecror. And am I pronouncing it correctly? Will you 
pronounce it for me? 

Mrs. Ronnerr. Rohnert. 

Srarr Drrecror. Mrs. Rohnert, are you a veteran? 

Mrs. Ronwnert. Yes, sir. 

Srarr Drrecror. What is your service? 

Mrs. Rounert. Women’s Army Corps. 

Srarr Direcror. World War IT? 

Mrs. Rownerr. Yes, sir. 

Srarr Director. Have you utilized your veteran’s entitlement for 
the purchase of property guaranteed by a veterans’ loan ? 

Mrs. Rounerr. Yes, sir. 

Srarr Director. What is that property ? 

Mrs. Rounert. 17909 Saticoy, Reseda. 

Srarr Drrecror. 17909 Saticoy, Reseda, Calif. ? 

Mrs. Ronmnert. Yes, sir. 

Srarr Direcror. Where were you living at the time you purchased 
this piece of property ? 

Mrs. Ronnert. 17336 Cantlay Street, Van Nuys. 

Srarr Dimecror. Was that piece of property purchased through a 
veterans’ guaranteed loan ? 

Mrs. Ronnert. Yes, sir. 

Srarr Direcror. Whose entitlement was used in that instance? 
Mrs. Ronnert. My husband’s, Harry Frank Rohnert. 

Srarr Direcror. Will you tell us of the circumstances of your 
purchase of the property at 17909 Saticoy, Reseda, Calif. ? 

Mrs. Rounerv. Well, at the time I was interested in buying a house. 
and with intentions of moving into it. I met Mr. Hickey, who sai 
he had some houses in that area that were for sale. 

Mr. Epmonpson. How far is that from Van Nuys? 
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Mrs. Rounert. Not very far. 

Mr. Epmonpson. A few miles? 

Mrs. Rounert. I would say about a mile and a half. It is not very 
far. It’s close. 

Mr. Epmonpson. And you were interested in buying a new home? 

Mrs. Rounert. Yes, sir. 

Mr. Epmonpson. How long was that after you had acquired your 
home at 17336 Cantlay ? 

Mrs. Rounerr. I would say 3 years. 

Mr. Epmonpson. About 3 years later. Do you have children ? 

Mrs. Rounerr. Yes, sir; I have three children. 

Mr. Epmonpson. Your family has been growing on you; has it? 

Mrs. Ronnerr. Yes, sir. 

Mr. Weaver. What was the occasion for your coming in contact 
with Mr. Hickey, as far as knowing 

Mrs. Rounerr. Well, my husband is in the building trade, heating 
and air conditioning, and he is in close contact with lots of salesmen 
and builders. 

Mr. Epmonpson. So you intended to occupy the other house. 
Would you just tell us of the dealings with Mr. Hickey on that other 
house ¢ 

Mrs. Rounerr. Yes. He said he had some houses left in that tract, 
and I was interested. And so I don’t recall too much about any of it. 
It has been about 3 years ago, or over, and | have had a lot of difficulty 
since. And right after applyi ing for it, I had a very sick baby, and Mr. 
Hickey offered 1 me, before I believe the transaction was even « -ompleted, 
that he would take the house back. 

Mr. Epmonpson. Was it a larger house than the one that you were 
occupying ¢ 

Mrs. Rounerr. Yes; the rooms were all larger. 

Mr. Epmonpson. And more bedrooms? 

Mrs. Rounert. No; it doesn’t have any more bedrooms, but it has 
hardwood floors and was a nicer home. We paid about seven for the 
one we are living in now, and this was a better house. 

Mr. Epmonpson. You did visit the house, and you inspected it and 
liked it? 

Mrs. Ronnert. Yes, sir. 

Mr. Epmonpson. Was it under construction when you visited it / 

Mrs. Rounerr. No, sir; it was completed. 

Mr. Epmonpson. Was there an occupant in it? 

Mrs. Rounert. No, sir. 

Mr. Epmonpson. It was just standing there ready for an occupant? 

Mrs. Rowunert. Yes, it was. 

Mr. Epmonpson. Would you go ahead, then, and tell about your 
transaction on that house? 

Mrs. Rounert. And he offered me a profit if I wanted to sell back. 
And I had a very sick baby. It was just a few weeks old. And it had 
to go into a hospital. And I told him, “Well, I would be interested.” 
And he offered me $400 over and above what I already had in it. 

Mr. Epmonpson. Had you made a downpayment / 

Mrs. Rownerr. About $500 or so. 

Mr. Epmonpson. You had paid in $5004 

Mrs. Rounerr. Yes 
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Mr. Epmonpson. Did you pay that in eash ? 

Mrs. Rounerr. To the bank. 

Mr. EpmMonpson. Was that your personal check ? 

Mrs. Rounert. No, sir. 

Mr. Epmonpson. Whose check was it ? 

Mrs. Rounertr. That was through Mr. Hickey. I don’t recall too 
much about it. 

Mr. Epwonpson. I think that is pretty important, to recall some- 
thing about that now. Because, reminding you that you are testify- 
ing now under oath, it is very important whether or not it was your 
money that was used as a downpayment, or not. 

Mrs. Rownerr. I don’t know. All I know, it was started and it 
didn’t get finished, and he told me he would take it back at a profit, 
and that is all I know. 

Mr. Epmonpson. A moment ago you testified, ma’: and I don’t 
want to be unreasonable on this, but we want the facts—that you made 
a downpayment. 

Mrs. Ronnerr. No, sir, I didn’t. You asked me, “By check?” And 
T said, “No.” T said “through Mr. Hickey.” He made the down- 
payment. I madeit through him. He made it for me. 

Mr. Epmonpson. Well, did you deliver $500 in currency to Mr. 
Hickey ? 

Mrs. Ronwnert. No, sir, I didn’t. I should say that he made the 
downpayment, then. That is better. 

Mr. Epmonpson. That is a little closer to the facts, I think. He 
made the downpayment. 

Mrs. Rounert. That is right. 

Mr. Epmonpson. And credited you with the downpayment. 

Mrs. Ronnert. That is right, sir. 

Mr. Epmonpson. Did you sign a note for that down payment? 

Mrs. Rounerr. I don’t recall. 

Srarr Direcror. Can you recall the discussions that you had with 
Mr. Hickey when this arrangement was made? What did he say to 
you’ Why was it necessary to make a down payment at all? 

Mr. Epmonpson. And how did he happen to volunteer a $500 down 
payment for you on the house? 

Mrs. Rownerr. Because he said he would take the house from me 
if I wasn’t interested. 

Srarr Direcror. Then you knew, when you started in the trans- 
action, that if vou changed your mind, Mr. Hickey would take the 
house off of your hands, and at a profit ? 

Mrs. Rouwnerr. Yes, sir, I did. 

Starr Director. How much profit? 

Mrs. Rounerr. $400, sir. 

Srarr Director. Now, do you have knowledge as to whether Mr. 
Hickey actually made the down payment? Did you see records or 
have conversations with any banks or officials that would indicate 
to you that Mr. Hickey did make the $500 down payment? 

Mrs. Rouwnerr. Well, if I recall, he must have. I don’t know. But 
I think he did. I did not see any money involved, sir, at all. 

Srarr Direcror. Then you had these difficulties, and you decided 
you could not go through with the transaction. So how did you realize 
this profit? Did he pay you in cash? 

Mrs. Rounerr. Yes, sir. 
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Srarr Direcror. How much, did you say ? 

Mrs. Rownerr. $400. 

Mr. Epmonpson. That was in currency that he paid you the $400? 

Mrs. Rounerr. In currency, yes. 

Mr. Epmonpson. And you signed a receipt for it? Did you sign 
a receipt for the $400? 

Mrs. Rounert. I don’t recall whether I did or not. 

Srarr Director. Was this payment of $400 before the difficulties 
you have described with your child, or after ? 

Mrs. Rounert. It all happened just about the same time. I don’t 
recall. 

Starr Director. Did Mr. Hickey pay you the $400 after you had 
gone ahead and consummated the application for a veterans’ loan, 
or before? 

Mrs. Rounerr. After, after I had the loan and everything. 

Srarr Drrecror. Well, then, did he help you fill out the papers for 
the application? Did he get the application forms for you and 
assist you in the preparation of the application to the Veterans’ 
Administration for the loan? In other words, these forms of this 
nature that you signed—did Mr. Hickey get those and bring them 
to you to fill out and sign, and help you complete those forms? 

Mrs. Rounert. Well, I can’t recall that either. 

Starr Direcror. Did you go down to the Veterans’ Administration 
and get forms yourself, personally ? q 

Mrs. Rounerr. No, sir, I don’t believe I did. 

Mr. Epmonpson. Did you ever receive notice from the Veterans’ 
Administration that your application for a loan had been approved ? 

Mrs. Ronnerr. Yes, sir, I did. 

Mr. Epmonpson. Was that after you had already disposed of the 
loan ¢ 

Mrs. Ronnert. No, sir. No. 

Mr. Epmonpson. Well, how long a time passed between the time 
that you made the application for the loan and the time that you 
decided to sell your interest for $400? 

Mrs. Rounerr. Well, there wasn’t much time that elapsed there, but 
it took 3 or 4 months for the whole affair. I just don’t know. 

Mr. Epmonpson. Let’s get how much time did elapse, now, ma’am. 
IT am sure your memory is better than that. 

Mrs. Ronunert. I am really telling you the truth, sir. I don’t know. 

Mr. Epmonpson. Wasn't the whole thing concluded in the space 
of a day or two? 

Mrs. Rounert. No, sir; it was not. 

Mr. Epmonpson. Your transaction of putting in your application 
and selling your interest over to Mr. Hickey ? 

Mrs. Rounert. No, sir, it wasn’t. Iam sure of that. 

Mr. Epmonpson. Well, how long a period was it, then, from the 
time you signed your application and Mr. Hickey paid you the $400 
in currency for the loan? 

Mrs. Rounert. From the time I put in an application for a loan 
and the time I received $400, sir? 

Mr. Epmonpson. Yes, ma’am. 

Mrs. Ronnert. Oh, I would say a good 3 months. 
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Srarr Director. Did you sign any other sort of papers at the time 

you made application for the loan, that is, an agreement with Mr. 

Hickey assuring him that you would transfer the property to him 
Mrs. Rounert. No, sir. I have never signed anything with Mr. 

Hickey that I would sign any papers to him ‘whatsoever, or anything. 

Srarr Director. Back to this other question I was asking: you about: 

Who completed the application forms? There are several things 

necessary. There are quite a number of papers and forms that have 

to be secured from the Veterans’ Administration by a veteran. 

Mrs. Romnerr. Yes. 

Srarr Direcror. You have to establish your eligibility. You have 

to take your discharge down. 

Mrs. Rounerr. Yes, I know. 

Starr Director. And then you have to make an application for 

the loan, and there has to be a credit check run on the veteran. 

Mrs. Rounertr. That is right. 

Srarr Direcror. Who did those things for you ? 

Mrs. Rownerr. I did those things myself. 

Srarr Direcror. Did you go down? 

Mrs. Rounert. I took my papers to the bank myself. 

Srarr Direcror. Did Mr. Hickey assist you in the preparation of 

any of these papers ? 

Mrs. Rounerr. Well, not to my knowledge, he didn’t. 

Mr. Epmonpson. Mrs. Rohnert, the records on this property show 

that the loan commitment was made on eK 29,1952. The records 

of the power company show that a Mr. A. N. Delman was occupying 

this property a month and a half prior to that time, September 

16, 1952. 

Mrs. Rounerr. Well, I don’t know anything about that. At the 

time I saw the property and was interested, the house was vacant. 

When I contacted Mr. Hickey, he told me of 4 or 5 houses in that 

area, and this one was vacant. 

Mr. Epmonpson. Are you sure that the property you looked at was 

the property that you made the transaction for ? 

Mrs. Rounert. Yes, sir. 

Mr. Epmonpson. You didn’t look at a model home, or something 

of that kind? 

Mrs. Rounert. No, sir. 

Mr. Epmonpson. And it was unoccupied when you looked at it 

Mrs. Rounert. It was unoccupied. 

Mr. Epmonpson. Now, how long after you looked at it did you close 

the deal with Mr. Hickey ? 

Mrs. Rounerr. Well, I don’t know. I told him I couldn’t go 

through with it for two reasons, on account of our baby and on account 

we were going to move to Palmdale. And he told me right at the time 

that he would be interested in taking it. I don’t know “enough about 

real estate to know. 

Mr. Epmonpson. Didn’t it seem a little unusual to you that you 

were paid for your interest in currency rather than by a business 

check of the firm ? 

Mrs. Rounert. Well 

Mr. Epmonpson. You had the transaction on your other piece of 

property. Didn’t that seem a little unusual to you, that a businessman 
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making a transaction would pay $400 in currency for an interest 
in property ? d 

Mrs. Rounerr. Maybe so, but I do know people that do that, use that 
method. 

Mr. Epmonpson. Do you know that you are still liable on this loan 
to the Federal Government ? 

Mrs. Rounert. Well, I have heard by previous ones here. 

Mr. Epmonpson. Were you told that you would remain liable on 
the loan by Mr. Hickey when he closed this transaction with you? 

Mrs. Ronnert. No. 

Mr. Epmonpson. Were you told that the Government was paying 
a sum of money to apply on that loan as a gratuity to you! 

Mrs. Rounert. No, sir; I didn’t know any of this. Because I 
wouldn’t do anything against the Government in any way. 

Mr. Epmonpson. I wouldn’t think that a young lady who had served 
in the WAAC in World War II would want to be a party to doing 
anything to the Government of that kind. 

Mrs. Rounerr. No; I wouldn’t to my knowledge do anything to 
harm the Government or take advantage of it. 

Mr. Epmonpson. Did your husband sign these papers with you? 

Mrs. Rounerr. I believe so, sir. 

Mr. Epmonpson. Was he present when the money was paid to you 
for your loan ? 

Mrs. Rounerr. I don’t recall whether he was or not. I just don’t 
know whether he was or not. 

Mr. Epmonpson. Well, now, at the time you were paid the money 
I assume that you signed a deed releasing your rights and interests in 
this property, did you not? 

Mrs. Rounerr. Well, I did, but I don’t know just when I did. 

Mr. Epmonpson. They obtained your husband’s signature on the 
deed releasing your rights and interest, didn’t they ? 

Mrs. Ronnert. They did what? 

Mr. Epmonpson. Didn’t they obtain your husband’s signature, too, 
on the deed, giving up your r ights on the property ? 

Mrs. Rounerr. Y es, sir, to my knowledge. It’s been so long I just 
don’t recall everything. 

Mr. Epmonpson. At the time that you transferred this property to 
Mr. Hickey, was there anyone living in the house at that time / 

Mrs. Rounert. Not tomy knowledge, sir. I don’t know. Although, 
like I say, there was about 3 months of time that passed. 

Mr. Epmonpson. Well, now, surely during the 3 months’ time, you 
knew whether someone else moved into a piece of property that you 
had signed papers to buy. Surely you would have had knowledge of 
that, wouldn’t you ? 

Mrs. Rounert. Well, I really don’t know whether anyone had moved 
in or not. 

Srarr Director. Did you ever put the property that vou were re- 
siding in at the time you made application for this loan up for sale? 

Mrs. Rounert. Yes, our property has been up for sale. 

Starr Director. At the time—the question is: At the time you 
made application for the loan on the new house, did you put the 
other property up for sale? 
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Mrs. Ronnert. Well, I just don’t recall whether it was just before 
that, or then. I don’t know. As I told you, sir, I had a very sick 
baby at the time. 

SraFr Direcror. The bank or the real-estate company that handled 


the closing of the loan and the signing of all the papers—what was 
that ? 


Mrs. Rounert. What bank? 

Srarr Director. Yes. 

Mrs. Ronnerr. Citizens Bank in Van Nuys. 

Srarr Direcror. I assume you and your husband went down to the 
closing to sign the various papers that had to be signed to close the 
GI loan for you to take title to the property. You went together? 

Mrs. Rounerr. Yes, sir. 

Srarr Director. Was Mr. Hickey present at that meeting / 

Mrs. Rounert. No, sir. 

Srarr Director. When you signed those papers at that point, did 
you intend to occupy the property ? 

Mrs. Rounerr. Well, no. We didn’t. Because we had already 
talked with him, after starting the GI loan, and everything—that 
we wouldn't be able to. 

Srarr Direcror. At the time you signed you knew you wouldn’t 
be able to go into the house? 

Mrs. Rounert. Yes. 

Srarr Direcror. And you had Mr. Hickey’s assurance that he 
would take the property off your hands and pay you a sum of money ? 

Mrs. Rounerr. Yes, sir. 

Srarr Director. Which later proved to be $400. 

Mrs. Rounerr. Yes, sir. 

Mr. Epmonpson. Do you have any questions, Mr. Weaver / 

Mr. Weaver. Not right now. 

Srarr Direcror. Whom did you list your old house with for sale? 
Was there an agent ? 

Mrs. Ronnerr. There were some agents, yes, but we were going 
to sell it ourselves. 

Srarr Drrecror. During the period that elapsed between the time 
that you made application for this loan and the loan was closed at 
the Citizens Bank, apparently someone else lived in the property. 
Did you derive any rental payments during that period ? 

Mrs. Rounert. No, sir. You mean did I receive any rental pay- 
ments? | 

Srarr Direcror. Did Mr. Hickey collect any rental payments and 
pay them to you or credit them to you? 

Mrs. Rounert. No, sir. I did not know of that at all. 

Starr Direcror. Do you know who occupied the property after 
it was disposed of ? 

Mrs. Rounerr. No, sir; I donot. He told me at the time, right after 
I had said that T was interested. And I did not know that I was 
using my—you know. I was going to use it for myself. And he 

said there were other people that would be interested in buying it. 
That is all I know. 

Mr. Epmonpson. Are you and your husband still living together 
as a family? 

Mrs. Rounerr. Yes, sir. 
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Mr. Epmonpson. Are your children all right now ? 

Mrs. Rounerr. Fine. 

Mr. Epmonpson. Is your husband here today ? 

Mrs. Ronnert. No, sir. He is working. 

Mr. Epmonpson. No further questions. 

Mr. Weaver. No questions. 

Mr. EpmMonpson. You may be excused. 

Mr. Lathrop, will you come forward, please / 

Mr. Rainer. Mr. Chairman, is it out of order to make inquiry as to 
about what time you intend to break for lunch ¢ 

Mr. Epaonpson. Well, we got a late start at 10. We were hoping 
to have about 3 hours of hearing before we went to lunch. So I would 
say in the neighborhood of 1, if we can. 

Mr. Rainer. Thank you. Sorry to have to break in. 

Mr. Epmonpson. That is all right, sir. We have been starting 
these hearings in other places at 9, but through some inadvertence 
this was scheduled for 10. 

SrarF Drrecror. Mr. Lathrop, do you swear that the testimony you 
are about to give in these proceedings will be the truth, the whole truth, 
and nothing ‘but the truth, so help you God? 

Mr. Laruropr. I do. 

Mr. Epmonpson. Will you state your full name and your address, 
please, for the record ? 


TESTIMONY OF CLARKE M. LATHROP, LOS ANGELES, CALIF. 


Mr. Larnror. Clarke M. Lathrop, L-a-t-h-r-o-p, 1800 Roscoe Mare 
Road. 

Mr. Epmonpson. You spell Clarke C-l-a-r-k-e ? 

Mr. Larurop. Right. 

Mr. EpmMonpson. ‘And our records indicate that you are unmarried. 
Is that correct ? 

Mr. Laruror. No, I am married. 

Mr. Epmonpson. You are married. At the time of these transac- 
tions you were unmarried ¢ 

Mr. Laruror. No, I was married at that time. 

Mr. Epmonpson. Do we have the right Clarke Lathrop? 

Did you formerly reside at 17903 Saticoy Street, Reseda ? 

Mr. Larnror. No, that is the house in question, I believe. That is 
this property. 

Mr. Weaver. Were you with the Bel Air Realty Co. ¢ 

Mr. Larurop. Yes. 

Srarr Drrecror. Mr. Lathrop, we are interested in the property at 
17903 Saticoy Street, Reseda, Calif. 

Mr. Larurop. Yes, sir. 

Starr Direcror. Would you tell us about your purchase of that 
property and your relations with Mr. Hickey / 

Mr. Larurop. Yes. 

I was unmarried at the time. I built a home, and I had an $11,300 
loan on that. And it was becoming over my head. I had very little 
furniture and what have you, and a friend of mine, Mr. Edwards, 
first introduced me to Mr. Hickey 

Mr. Weaver. Identify Mr. Edwards a little more, if you would, 
please. 
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Mr. Laruror. Yes. Mr. Edwards was my business associate. He 
Was a partner in the concern I worked for. 

Mr. Epmonpson. His full name? 

Mr. Larnror. Richard G. Edwards. He is on Elderwood Avenue 
in West Los Angeles. I am not sure of the address. And I had just 
been married, and I wasn’t doing very well in the house that I had. 
I was looking at GI homes. I had looked at several tracts. And he 
acquainted me with Mr. Hickey’s tract and the fact that I could sell 
my GI for $400, or I could buy a house. And my intent was to buy 
a house. 

So we picked one out on a corner. It was a two-bedroom. And we 
made the necessary papers for it. Mr. Hickey brought the papers over 
to the house and filled them out. 

Mr. Epmonpson. You intended to buy it ? 

Mr. Latrurop. Yes, sir. 

Mr. Epmonpson. Did you make a downpayment on it ! 

Mr. Laruropr. No; I didn’t. 

Mr. Epmonpson. Did Mr. Hickey make a downpayment for you? 

Mr. Laruror. Well, it showed a downpayment in the bank when I 
left there. 

Mr. Epmonpson. In what sum? 

Mr. Latruror. Six or seven hundred dollars. 

Srarr Direcror. At what bank? 

Mr. Larurop. Citizens Bank, in the valley. 

Mr. Epmonpson. Did you sign a note for that amount with Mr. 
Hickey at the time he volunteered this $680 ? 

Mr. Larurop. The loan was strictly a loan. But I did not sign 
the note. 

Mr. Weaver. Well, this other house that you referred to: You did 
not use your entitlement on that ? 

Mr. Laruror. No; I couldn’t. It was 1,400 square feet at the time, 
und at that time you weren’t using your GI on larger homes, as you 
can now. SoI wasn’t able to use it. I wanted to and I couldn’t. I in- 
vestigated the California State, and I couldn’t use that either. 

Mr. Emonpson. Well, what happened between October 22, 1952, 
and January 5, or rather January 2, 1953, to change your intention to 
move into this house ¢ 

Mr. Laruror. Well, I had had very low income. That was my 
trouble. And I had made some sales. I am in that business. And it 
improved. And so I decided that I wouldn’t have to; that I would be 
able to carry on with the one I had. 

Srarr Director. When you entered into this transaction with Mr. 
Hickey, and he apparently made the downpayment for you, did he 
tell you that if you changed your mind he would take the property 
off your hands? 

Mr. Laturop. Yes. 

Starr Direcror. Did he tell you that he would be able to assure 
you of—— 

Mr. Larurop. $400 net. 

Srarr Dimecror. $400 net? 

Mr. Laturor. Yes, sir. 

Srarr Director. If you did not occupy the property # 

Mr. Laruropr. Yes. 
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Starr Director. Well, then what happened along the lines of the 
chairman’s question to you? Your income didn’*t—— 

Mr. Laturop. Well, it was very low. In fact, I wasn’t making any 
sales. It was nothing. 

Srarr Dmecror. And you felt you could not go into the house? 

Mr. Laruror. And it improved until where I could keep the one 
that I had—was what happened. And I would like to have had this, 
too, if I could, but I couldn’t take both of them. 

Srarr Drrecror. You couldn’t live in both of them ? 

Mr. Latrurop. I couldn’t live in both of of them; no, sir. 

Mr. Weaver. What were your payments on the other house é 

Mr. Laruror. Seventy-one-dollars-something. 

Mr. Wraver. What were the payments to be on this place? 

Mr. Larurop. They were about the same. However, I hoped to 
sell mine and realize some money for furnishings, and what have you. 
I only had my stove and refrigerator and a little furnishings in the 
house I was occupying. 

Mr. Weaver. How much equity did you feel you had in the other 
house ? 

Mr. Laruror. I felt I had several thousand dollars, four or five 
thousand dollars, anyway. 

Mr. Epmonpson. This receipt from the Citizens National Bank 
shows the payment of $680.52 to Clarke M. pices by the Citizens 
National Bank on October 28, 1952. 

Mr. Laruror. I got that back with the rest of the papers. I don't 
know what date it is. It should be all at the same time. October 
what ? 

Mr. Epmonpson. Now, this shows that the property was deeded to 
you October 22, 1952. And this receipt shows that this money was 
paid on Oc tober 28, 1952, 6 days later, by a cashier’s check. 

Mr. Larnrop. It was paid after the property was deeded ? 

Mr. Epmonpson. Six days after the property was deeded to you. 
It shows that payment of a downpayment. How do you account for 
that ? 

Mr. Larurop. I didn’t make that downpayment, as I explained 
earlier. 

Mr. Epmonpson. How do you account for the very considerable 
generosity on the part of Mr. Hickey in making a $680.52 downpay- 
ment for’ you on a house on which you had paid absolutely nothing? 

Mr. Larnror. That is correct. “I hadn’t paid anything. I ex- 
pected 

Mr. Epmonpson. Do you have any way under the sun to account for 
that? Isthere any family relationship or obligation from Mr. Hickey 
to you that would account for this burst of generosity on his part / 

Mr. Laturor. No. 

Mr. Epmonpson. You say you are a real-estate salesman / 

Mr. Larurop. Yes, sir. 

Mr. Epmonpson. Do you know of any other instances where real- 
estate companies will take comparative strangers and make a $680 
cash downpayment for them on a house ? 

Mr. Larurop. No. I wasn’t absolutely a stranger. I had met him 
through my associate. We were in the process of dissolving our 
relationship. Mr. Edwards. 
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Mr. Epmonpson. Don’t you think that fact alone makes this whole 
situation look very much on the doubtful side, that there was ever any 
real intention on your part to come in and occupy that house? Just 
looking at the bare facts of it? Unless this man had some assurance 
at the time he made that downpayment that somebody else was going 
to buy that house for more money. 

Mr. Larnrop. Well, he said he could put somebody in it, as I ex- 
plained earlier. He had people that he could put in it. And I 
checked later with him. I was concerned that the people were sub- 
stantial that would take over, and he said that they were, and I had 
never met them. 

Srarr Direcror. Then there is the other question, Mr. Lathrop. 
You apparently took title to this property in October. There seems 
to be some doubt as to exactly when. The deed was dated October 22, 
1952, and apparently notarized on October 30, 1952. 

Mr. Epmonpson. Notarized October 27, 1952. 

Srarr Director. And recorded on October 30, 1952. Then you and 
your wife transferred this property to Mr. Hickey and his wife in a 
deed dated January 2, 1953, which was notarized on the same date and 
recorded on January 5, 1953, and the deed states : “Consideration of less 
than $100”°—which seems to be inconsistent with your testimony that 
you realized a net of $400. 

Mr. Larurop. Yes, sir. 

Srarr Dmecror. Now, the question is this: Who made the payments 
on the loan, that is, the payments on the veterans’ loan? The house 
was in your name. You were obligated on a VA-guaranteed loan. 
Now, who made the payments on the loan from October to January 5? 

Mr. Larnror. I didn’t make any payments on it. 

Srarr Direcror. You didn’t make them ? 

Mr. Larnror. No. 

Starr Direcror. Who made them ? 

Mr. Laruror. I don’t know. I didn’t make any. 

Mr. Epmonpson. During this time, was Mr. Hickey calling you 
daily and wanting to know when you were going to move in and start 
making your payments ? 

Mr. Larnrop. No. 

Mr. Epmonpson. Did he ever make any demand on you for the $680 
that he had made as a downpayment on the 28th of October ? 

Mr. Latrnrop. It was about 2 months, when I was in a better posi- 
tion, and he paid me $400. 

Mr. Epmonpson. How did he pay you the $400? 

Mr. Larurop. He paid me $400 and had me sign a deed. 

Mr. Epmonpson. By check, or in cash? 

Mr. Laturor. It was in cash. 

Mr. EpmMonpbson. In currency ? 

Mr. Larnrop. In currency. And I checked and asked him if there 
was—TI was concerned, naturally, if there was anything wrong. And 
he said, “No.” In fact, absolutely nothing wrong. I should check 
with some man in the VA, he said—which maybe I should have done. 

Mr. Epmonpson. Do you recall the name? 

Mr. Larnror. No; but he did give me a name and said, “It is per- 
fectly all right. You can check with him.” 

Mr. Weaver. You said there was nothing wrong, or you felt there 
was nothing wrong. Being in the real-estate business, wouldn’t it sort 
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of be normal for you to come in contact with similar situations to 
yours, if that had been the right thing to do? 

Mr. Laruror. Well, I hadn’t been in the resale of GI’s. I hadn't 
been doing any resale of GI properties. 

Mr. Weaver. Did you discuss this with anyone, with your firm as 
to the propriety of it? 

Mr. Laruropr. I discussed it with Mr. Edwards and he thought it 
was perfectly all right; for some time it had been done, and it was 
perfectly all right. “Tw anted to be darned sure that it was and that 
the people who were moving in would be substantial enough to continue 
with it. 

Mr. Epmonpson. You closed this transaction on October 22, received 
the deed, or at least the deed was executed to you on October 22, 1952. 
Now, did you make any arrangements with utilities to have the 
utilities put on at that time? 

Mr. Laruror. No. 

Mr. Epmonpson. Did you make any arrangements to move furniture 
into the house at that time ? 

Mr. Laruror. No. Previous to that time it was 2 months, about 2 
months, that I went though with the $400. And so there was no 
occasion to do that 

Mr. Epmonpson. Now, just a minute. Just a minute, now. Two 
months prior to October 

Mr. Laruror. Two months after August, is what I meant. 

Mr. EpmMonpson. Well, that would be October, then. 

Mr. Laturop. Yes. Well, about the time it was closed. 

Mr. Epmonpson. Well, what I want to know: When did you make 
arrangements to move your furniture in or make arrangements to 
have utilities started or take some action indie ‘ating any intention to 
move into this house# Can you point to any piece of evidence that 
indicated an intent to move in? 

Mr. Larurop. I didn’t sign any utilities, or anything like that. 

Mr. Epmonpson. You took no act of any kind to move into the 
premises ¢ 

Mr. Larurop. Well, I was trying to sell my house and was having no 
decent offer, and I sell to others on the street, which started me off 
again. But I didn’t have any funds in the background. 

Mr. Epmonpson. Was this a better house than the one you were 
occupying ¢ 

Mr. Larnuror. No; it was a poorer house. 

Mr. Epmonpson. But you were going to pay the same amount of 
money ¢ 

Mr. Laruror. I was going to realize an equity. When I sold my 
house I would realize an equity. 

Mr. Epmonpson. Do you know a Mr. Odin Cleveland? 

Mr. Laturopr. No, sir; I don’t. I never met him. 

Mr. Epmonpson. Do you realize that on September 29, 1952, a Mr. 
Odin Cleveland completed installation of power in his name for that 
particular house as its occupant ? 

Mr. Larurop. At what date? 

Mr. Epmonpson. September 29, 1952. 

Mr. Laruror. No; I did not know that. 
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Mr. Epmonpson. In other words, Mr. Cleveland moved into the 
house and had the power turned on in September of 1952, before 
you took the deed in October of 1952. 

Mr. Larurop. I was not aware of that. 

Mr. Epmonpson. At the time the property was deeded to you 

Mr. Laruror. I understood it was to be sold after the deal went 
through. 

Mr. Epmonpson. You understood what, now? 

Mr. Larnror. It was to be resold after my deal closed escrow. 

Mr. Epmonpson. When did you come to understand that it was to 
be resold ? 

Mr. Laturor. When I was in a position to retain my own house, 
I said I would go ahead with the sale of it. 

Starr Drrecror. Where did you close this transaction? What 
bank ¢ 

Mr. Laruror. At Citizens Bank. 

Starr Direcror. Did your wife accompany you? 

Mr. Laruror. Yes. 

Starr Director. When you and your wife went to the closing, was 
Mr. Hickey present ? 

Mr. Larurop. No. 

Starr Direcror. When you and your wife went to the closing and 
you signed the pertinent papers to sign this veterans’ guaranteed loan, 
did you on that date have any intent to occupy this home? 

Mr. Laturor. Yes, I expected to. 

Srarr Direcror. On that day ? 

Mr. Larnuror. After that. 

Srarr Director. And yet there was a Mr. Cleveland living in the 
house. 

Mr. Larurop. Was he living in it on that day? 

Starr Director. The records indicate that he turned on the power 
in his name on 9-29-52, which would be September 29, 1952. ; 

Mr. Epmonpson. The property was not deeded to you until October 
92, 1952? 

Mr. Larnror. No, I signed for it before that date. We were in the 
bank when it was deeded. 

Starr Director. Some stranger moves into your house almost 20 
or 30 days before you go down to buy it ? 

Mr. Laruropr. I believe I went down earlier to the bank and signed 
the escrow papers. I don’t believe anybody was living in it at that 
time. 

Srarr Direcror. When did you sign these papers? 

Mr. Laruror. You have the paper. 

Srarr Direcror. It says here they were notarized on October 22, 
1952. Were you there when they were notarized? Or did you sign 
a paper that was blank? 

Mr. Laruror. No: I was at the bank. 

Srarr Director. Was there a proper notarization of these papers? 

Mr. Laruror. Which deed are we talking about? 

Starr Director. We are talking about the deed that conveyed the 
property from the person that built it and owned it to you and your 
wife on a VA-guaranteed loan. , 
Mr. EpmMonpson. On October 22, 1952. 
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Srarr Direcror. The paper notes it was notarized on October 22, 
1952. If that is true, and you and your wife properly signed that 
paper, it would indicate that that was the date of the closing. 

Mr. Larurop. We went to the bank and we signed the papers. 
And the escrow didn’t close for about 2 months after that. 

Mr. Epmonpson. How soon after you signed the papers were you 
paid the $4004 

Mr. Larurop. It was about 2 months from the time I told him we 
would go through with the $400. That wasn’t the same day. 

Mr. Epmonpson. And you were paid the $400 then, several months 
before you sold a deed of trust of your interest to Mr. Hickey / 

Mr. Laruror. No. The very day. 

Mr. Epmonpson. The very day ? 

Mr. Laruror. The very day that he paid me the $400. 

Mr. Epmonpson. All right, sir. That is in January, not in October, 
but in January. So your memory on dates 

Mr. Laruropr. If it was January, I would like to check on that 
date. 

Mr. Epmonpson. Unless you signed a deed of trust in blank and 
it was later dated for you. Now, is ‘that what h: appened ¢ 

Mr. Laruror. Yes. 

Mr. Epmonpson. Then the deed of trust that you signed over to 
Mr. Hickey was not dated and was not witnessed by notaries when 
you signed it at the time that you signed it? 

Mr. Laruror. That is right. 

Mr. Epmonpson. So you think that was back in October that that 
happened. 

Mr. Laruror. It was 2 months after the first day we went to the 
bank to fill out the papers, roughly 2 months. 

Mr. Epmonpson. Mr. Lathrop, have you had any conversation with 
anybody concerning your testimony before this committee ? 

Mr. Laruror. No. 

Mr. Epmonpson. Has any attorney talked to you concerning your 
testimony / 

Mr. Laruror. No. No attorney has talked to me. I did call Mr. 
Hickey. When I got the subpena I was concerned. 

Mr. Epmonpson. Has anyone advised you that you must insist that 
you had an intention to occupy this house at the time you closed this 
transaction? Has anyone given you advice to tell this committee that 
you intended to occupy the house ? 

Mr. Laruropr. Yes. 

Mr. Epmonpson. Who has given you that advice? 

Mr. Laruror. When I talked with Mr. Hic key, I asked him why 
I was called down, as that was the only man I had had any dealing 
with. 

Mr. Epmonpson. Yes? 

Mr. Larurop. And he said that I would have to decide—he said 
he was sorry about it and he was sorry he was in it—that he was being 

called down. 

Mr. Epmonpson. What did he say you would have to decide? 

Mr. Larnror. But he didn’t tell me to say one thing or another. 

Mr. Epmonpson. What did he tell you you would have to decide? 

Mr. Larnrop. That I would have to decide for myself. 

Mr. Epmonpson. What ¢ 
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Mr. Laturor. What I would say when I would come down before 
you—which I intended to do. 

Srarr Drrecror. Are you a licensed real-estate broker / 

Mr. LarHrop. Yes, sir. 

Srarr Director. Do you make a habit of signing deeds or signing 
papers relating to real-estate transactions or permitting your clients 
to sign papers “rel: ating to real-estate transactions in blank 4 

Mr. Larnror. No. 

Mr. Epmonpson. How long had you been in the real-estate business 
when this transaction took place ¢ 

Mr. Laruror. About 2 or 3 years. 

Srarr Direcror. I want to ask you a question. I am not satisfied 
on your answer yet. I am talking about the day that you and your 
wife went down to the bank to sign the closings. On that day when 
you and your wife were sitting there, did you intend to occupy this 
house as a home? ° 

Mr. Laruror. We intended to at that time. We wanted to. 

Srarr Director. That very day? The day you signed those pa- 
pers¢ You had no intention of relinquishing the property to Mr. 
Hickey and of accepting his $400? You and your wife intended to 
make this house your home? 

Mr. Latriuror. We wanted to. We knew we couldn't. He said that 
we could, of course, from the beginning. I looked at other homes 
and I looked at his homes, and he said that we could; that he would 
release $400 over and above the sales price to us. 

Mr. Epmonpson. Did he tell you at that time that you were going 
to remain liable for the payment of this note on this house ¢ 

Mr. Laturor. For the GL payment ¢ 

Mr. Epmonpson. For the full amount of the note. 

Mr. Laruror. No. I was concerned about that. I asked him. 

Mr. Epmonpson. And what did he say about it? 

Mr. Larurop. He said that we would have to have a terrible depres- 
sion, and there was no possibility of it falling back on me. 

Mr. Epmonpson. No possibility of it. He told you that? 

Mr. Larnror. He told me definitely. He went into it. 

Mr. Epmonpson. Did he tell you that you were going to obtain a 
substantial payment, in excess of $100, as a gratuity ‘from the Federal 
Government, to apply on that note, by applying ‘for this loan? 

Mr. Larurop. No; I didn’t know about that. 

Srarr Direcror. Well, back to this deed that apparently was signed 
in blank. I am referring now to the deed where the property was 
transferred from you and your wife to Mr. Hickey and his wife. 

Mr. Laruror. Yes. - 

Srarr Drrecror. It is recorded and states consideration of less than 
a hundred dollars. Now, is that a false statement ? 

Mr. Larurop. I received $400. 

Srarr Drrecror. It would appear to be in error, then, wouldn’t it? 
It would appear to be a false statement ? 

Mr. Larurop. Yes. 

Starr Direcror. And you believe that the date on it and the notari- 
zation are both completely erroneous? 

Mr. Larurop. Yes. I would say it was in blank and at an earlier 
date than that. 
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Starr Direcror. You have mentioned the date of August several 
times here. 
Mr. Larnrop. Yes. 


Srarr Director. Did you start your transactions on this in August ? 

Mr. Laruror. I went to the bank, and I believe that was in August. 
He brought the papers to the house, and I filled them out. It was 
shortly after, which I believe was in August. It is hard to remember 
the exact date, actually. 

Srarr Direcror. Did you go to the bank more than once? 

Mr. Larnrop. No; just once. 

Mr. Epmonpson. Do you have any other questions / 

I think that is all, Mr. Lathrop. I think these are yours, here. 

The committee will stand in recess until 2:30 this afternoon. The 
witnesses who are under subpena will return at that time, those who 
have not already been heard by the committee. 

(Whereupon, at 1:07 p. m., a recess was taken until 2:30 p. m.) 


AFTERNOON SESSION 


(The hearing was reconvened at 2:30 p. m., upon the expiration of 
the recess. ) 

Mr. Epmonpson. The Subcommittee on Housing of the Committee 
on Veterans’ Affairs will come to order. 

We will have the rolleall again. 

Srarr Director. Mr. Edmondson ? 

Mr. Epmonpson. Here. 

Srarr Direcror. Mr. Shuford? (No response.) 

Mr. Weaver? 

Mr. Weaver. Here. 

Mr. Epmonpson. Let the record show, then, that a quorum is pres- 
ent. I will repeat the request that the reporter record the arrivals 
and departures of members of the subcommittee throughout the 
hearings. 

Mr. and Mrs. Cole, will you come forward, please ? 

Starr Drrecror. Mr. and Mrs. Cole, do you swear that the testi- 
mony you are about to give will be the truth, the whole truth, and 
nothing but the truth, so “help you God? 

Mr. Corr. I do. 

Mrs. Cote. I do. 


Srarr Drrecror. Will you state your name and address / 


TESTIMONY OF LESLIE AND CECILIA COLE, RESEDA, CALIF. 


Mr. Corr. Leslie Cole, 18753 Van Owen Street, Reseda. 

Starr Direcror. And Mrs. Cole, could we have your first name? 

Mrs. Corz. Cecilia. 

Starr Drrecror. Mrs. Cecilia Cole, at the same address. 

Mrs. Corr. Yes. 

Starr Director. Mr. Cole, the property that we are interested in is 
the property at 18139 Saticoy Street, Reseda, Calif. Our records in- 
dicate that this property was transferred presumably from the builder 
or developer to a Gene Mako, G-e-n-e M-a-k-o. We have been unable 


to find Mr. Mako, Mr. Chairman. A subpena was attempted and was 
not successful. 
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The property was transferred to the veteran, meaning Mr. Mako 
and his wife, by a deed dated November 31, 1950, which was notarized 
on December 7, 1950, and recorded on Dec ember i 19, 1950. The veteran 
and his wife, Mr. Mako and his wife, transferred the property to 
James b. Hickey and wife by deed dated December 19, 1950, which is 
the same date that the veteran assumed title to the property. The deed 
Was not not arized until January 4, 1951, and was recorded on August 

31, 1951, citing that the consideration was less than $100. 

James B. Hickey and wife transferred the property to Leslie Cole 
and wife by deed dated August 20, 1951, which was notarized on Aug- 
ust 22, 1951, and recorded on n August 31,1951. 

Mr. Cole, would you tell us: about your part in this transaction 

Mr. Core. Well, we were out looking for a house, and we stopped at 
this one and were "looking through ; and Mr. Hickey came along and 
approached us. He spoke to us about the house, and we agreed to 
buy it. We were at the time looking for a GI resale and we were 
told by Mr. Hickey that this was a GI resale, and it was advertised 
outside as such. 

Starr Direcror. What do you mean by that, specifically?’ What 
was the advertisement ? 

Mr. Cotz. GI resale. 

Starr Director. On the sign / 

Mr. Cote. Those words were on a sign on a card outside, with the 
$1,995 downpayment. 

Mr. EpmMonpson. Was there anybody living in the house ? 

Mr. Coir. Not at the time we were there. 

Mr. Epmonpson. Had there been someone in there before? Could 
you tell ? 

Mr. Coir. My impression was not. We had the gas and such con- 
nected, so we don’t think that anybody lived there before that, though 
we don’t know. 

Mr. Epmonpson. Could you see any signs of wear and tear and 
previous occupancy in the floor or the w alls? 

Mr. Corr. Well, there had been on the floor, but I believe it had 
been used as a model previously. How the damage came, I don’t know. 
There were various articles of food in the cupboard, but they didn’t 
show up in occupancy. 

Starr Direcror. Then you saw this sign indicating it was a veterans 
resale ¢ 

Mr. Core. That is right. 

Srarr Direcror. And what were your discussions with Mr. Hickey / 
Were you interested in the details of the transaction, the downpay- 
ment, the nature of the transaction ¢ 

Mr. Core. Yes; we paid a $500 downpayment. That was the de- 
posit. And we had been living i in a motel at the time, and we were 
told that if we would go down to Todd Escrow a few days later and 
pay the balance of $2,000, we could move in immediately, without 
waiting for escrow to be completed. 

We went down and paid the amount, and we became suspicious, 
just after speaking to some neighbors, and found that although we 
were paying $11,000 something for the house, the original price was 
around $9,000, probably a little less. 

My wife contacted Todd Escrow in the evening, and Miss Todd 
wasn't available, and we were told to call her next morning. 
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Previously we had been given to understand that it would take 
approximately 2 weeks for escrow to be completed. 

When my wife phoned at 9 o’clock next morning, we were told that 
it was too late to be stopped; that the property had already been 
recorded at 8:30 that morning. 

I contacted the vets department of the Citizens National Bank and 
was told by them that they couldn’t do anything about it. I asked a 
lawyer and showed him the papers and he said that if it had Seen 
recorded there was nothing that could be done. 

Srarr Drrecror. I am not following you. What was being re- 
corded / 

Mr. Corr. The property. The deed of sale had been recorded at the 
city hall. 

Srarr Drrecror. Your deed of sale? 

Mr. Cote. Yes. 

Srarr Drrecror. I see. And you were trying to stop it the very next 
morning ¢ 

Mr, Coxe. That is right. 

Srarr Drrecror. You were told that it had already been recorded ? 

Mr. Cote. Soon after. It was very soon after that. 

Srarr Direcror. You became suspicious and tried to stop it? 

Mr. Coir. We became suspicious and tried to stop it. 

Srarr Direcror. And were told the recording had been made? 

Mr. Corr. At 8:30 that morning. And nothing could be done about 
it. 

Srarr Drrecror. So then what happened / 

Mr. Coir. Well, we spoke to a lawyer and he said that if it had been 
recorded, and such, there was nothing else that could be done, unless 
you wanted to make a civil action of it. 

Srarr Direcror. What did you say was the total purchase price of 
the house, Mr. Cole ? 

Mr. Coie. Eleven-three. 

Srarr Dirrecror. And it was your impression that the appraisal of 
the veterans’ price was around $9,000? 

Mrs. Corr. Eight or nine. 

Mr. Cote. We saw some forms lying around. That was the loan 
that had been made on it anyway. 

Srarr Drrecror. The details of your agreement to purchase: What 
was the nature of the financing ? 

Mr. Coir. Well, that we would pay $2,400 down, including the $500 
deposit, and the balance would be the payments of approximately $60, 
which was the original vets loan. 

Srarr Drrecror. You would assume the GI loan ? 

Mr. Corz. That is right. 

Srarr Drrecror. And you tried to stop it. But then did you fail 
and go ahead and assume the loan ? 

Mr. Corr. That is right. We did that. 

Srarr Director. And you didn’t keep the property apparently. 

Mr. Corr. Well, until last year, when we bought a lot and built on 
it, and sold the property. 

Srarr Direcror. You lived on it about a year and then sold it? 

Mr. Cote. No, we lived in it about 3 years. 

Srarr Drrecror. You lived in it about 4 years and then sold it? 

Did you have any idea of the source of this veteran’s loan? 
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Mr. Core. Not at that time. We had recently come to California 
and were not familiar with any methods of GI loans or anything. We 
were just told that “If you want low financing, buy a GI resale” 
which was our intention. 

Srarr Direcror. Did you, in your negotiating this purchase with 
Mr. Hickey, have any discussions about how he was obt: aining this 
financing ¢ 

Mr. Cote. Well, no. Well, what do you mean? He said we would 
take out the loan, which we did. 

Srarr Direcror. He told you there was a veteran’s loan on the 
place ¢ 

Mr. Corx. A veteran’s loan. Actually, we didn’t know until we 
signed this that says he had it. We understood we were taking over 
from a GI. 

Mr. Epmonpson. Direct from the veteran ? 

Mr. Core. That is right; yes. And then when I mentioned it to 
him, he kind of looked funny, and said, “Well, it was in his name now.” 
When I spoke to him, some period later, about what I thought was 
an excessive profit on the house, he then told me that he had to give a 
thousand dollars to the original vets. But it was after that, that we 
knew exactly how these houses were financed. We didn’t at the time. 
Srarr Direcror. How did you gain that knowledge ? 

Mr. Corr. By talking to Mr. Hic ‘key. He told me. 

Mr. Epawonpson. And he told you that he had had to give a thou- 
sand dollars to the original veteran ? 

Mr. Corr. That is right. This was when we complained as to how 
he got it through, that we didn’t think the thing had been aboveboard. 
Starr Direcror. In your discussions with Mr. Hickey, did he ever 
make it clear that he had merely used this veteran’s loan and the vet- 
eran had not occupied the house? Did you gain that understanding? 
Mr. Core. That is right; yes. 

Mrs. Coir. We understood we couldn't do anything once the deed 
was recorded. We lost money when we sold it; nearly a thousand 
dollars. 

Srarr Drrecror. What was the sales price when you resold it? 
Mrs. Coir. Ten-four; and out of it came agents’ fees. And we 
didn’t think it was a fair price anyway, in the first place, that we paid. 
Srarr Drrecror. Did you transfer the veteran’s loan again? 

Mrs. Corr. Yes. We took it. 

Srarr Drrecror. Then did you sell it to a nonveteran ¢ 

Mr. Corr. Yes. 

Srarr Drrecror. There was not another Veterans’ appraisal on the 
property then ? 

Mr. Cote. No; it was resold at that time, a second time. 

Mr. Epmonpson. I think we have no other questions. Thank you 
for coming up before the committee. 

Mr. Cotz. Thank you. 

Mr. Se eaaoer, Mr. Kring? 

Srarr Direcror. Mr. Kring, do you swear that the testimony you 
are about to give will be the truth, the whole truth, and nothing but 
the truth, so help you God? 

Mr. Krrve. I do. 

Starr Drrecror. Have a seat, please. 

Mr. Epmonpson. State your name and your address. 
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TESTIMONY OF ROBERT LEE KRING, LOS ANGELES, CALIF. 


Mr. Krinc. Robert Lee Kring, 4204 South Bronson, Los Angeles 8 

Mr. EpmMonpson. Mr. Kring, we wanted to have testimony from you 
concerning a property at 17958 Lull Street in Reseda, which we under- 
stand you once had in your name. 

Mr. Krine. Yes. 

Mr. Epmonpson. Will you tell us what you know about that piece of 
property, please / 

Mr. Krine. Yes. I don’t know how to begin. 

Mr. Epmonpson. Well, you could begin in 1952, when I understand 
your first 

Mr. Krine. I wasn’t going to use my veterans’ benefits. At least, I 
thought so at the time. 

Mr. EpmMonpson. You are a veteran / 

Mr. Krine. I am. 

Mr. Epmonpson. What service / 

Mr. Krine. USNR. 

Jim Hickey was in the real-estate business at the time. I had 
known him for years, a personal friend, member of the tennis club, 
and so forth, and I got talking that I understood he could use a vet- 
eran’s benefit. And } previous to this time I had lived in South Amer- 
ica a couple of years, and I was more or less contemplating going back. 
And I thought, “Well, I probably won’t be using my benefit.” 

Mr. Epmonpson. Were you married at the time # 

Mr. Kring. No,sir. I also was going to mention I wasn’t planning 
on getting married, and I understood that the benefit ran out I think 
in 1955 or so, and there would be a remuneration to me. 

Mr. Weaver. Did he approach you, or did you approach him 4 

Mr. Krine. Well, he didn’t approach me in the fact that he was 
looking for benefits. Being a friend of Jim’s and seeing him around 
the tennis club, I think it was just a mutual thing. 

Mr. Weaver. Did you mention it to him first, or did he mention it 
to you? 

Mr. Kring. I would say that he mentioned it to me. I had knowl- 
edge of it beforehand. 

Mr. Weaver. But he mentioned it to you first ¢ 

Mr. Kring. Well, I wouldn’t want to pin it down. I think he did, 
yes. I don’t want to give the impression that he was going from per- 
son to person soliciting. I had heard, previous to my conversation 
with him, that he could use benefits. 

Mr. Weaver. Whom did you hear that from? 

Mr. Krine. Well, just general conversation. I couldn't put any- 
body’s name down. I just knew it. I would be glad to give you any 
name that I knew. But I just knew it at the time. 1 don’t recall. 

Srarr Director. Are you saying that it was general knowledge that 
Mr, Hickey would be interested in such a BrRpe op? 

Mr. Kring. It was general knowledge to me, yes 

Starr Diecror. You knew that he was following such a practice in 
other instances ¢ 

Mr. Kring. No, I didn’t know that he was following the practice. 
I know that he had made such an arrangement with other people. 

Mr. Epmonpson. Did you know some “of the other veter rans? 
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Mr. Kring. You mentioned Gene Mako when I was sitting here. 

Now, I don’t know whether that took place before or after. Of course, 

since that time I did know that Gene Mako had made the same ar- 

rangements with Jim Hickey. 

Mr. Epmonpson. Well, go ahead and describe your arrangement 

with him. 

Mr. Kring. Well, I agreed to dispose of or to use my Veterans’ Ad- 

ministration benefit, and Jim went ahead and got the papers, which I 

was to fill out to buy this house. I filled them out, completed them. 

I completed a financial statement, which I think was required. I had 

an interview with the Citizens Bank in Van Nuys, which was required. 

Starr Direcror. Excuse me. What did you sell the Citizens Bank? 

Did you tell them you were going to live in this house ? 

Mr. Krine. No. I don’t think they asked me. They just discussed 

my financial statement. And from then on there was nothing other 

than that, except that I had heard from the Citizens Bank that my 

loan had been approved, and at that time I contacted Jim. 

Mr. Epmonpson. Did you ever see the property at 17958 Lull Street 

in Reseda ? 

Mr. Krina. I have seen the property; yes. I hadn’t seen it prior 

to that time. 

Mr. Epmonpson. Prior to the transaction, you hadn't seen it? 

Mr. Krine. Prior to the transaction; no, I hadn’t. But I have seen 

the property since then. 

Mr. Epmonpson. And you never had any intention of occupying 

it as a home at any time? 

Mr. Kring. No. 

Mr. Epmonpson. And that fact was known to Mr. Hickey, that you 

had no intention of occupying it as a home ? 

Mr. Krine. Yes. That is right. 

Mr. Epmonpson. What was the price of the house? Do you know? 

Mr. Krrinc. Well, I think—my subpena mentioned to bring papers. 

The only paper I had was this. 

Mr. aoe. $10,425 ? 

Mr. Krinc. I don’t know whether that is the balance after the 

deposit. 

Mr. Epmonpson. Did you make a deposit ? 

Mr. Krine. No, sir; I didn’t. I knew there was a deposit made, 

I think of $700. 

Srarr Director. Who made it ? 

Mr. Krinc. I don’t know who made it. I presume—I don’t pre- 

sume. I didn’t make it myself. I don’t know who made it. 

Starr Director. You are absolutely certain that you didnot know 

that Mr. Hickey was making the deposit? Did you know that he was? 
Mr. Krine. I presume he was. When you say, “Who made the de- 

posit ?”—Jim might have had somebody elese make the deposit. 

Srarr Director. But did he tell you he was going to assume the 

responsibility for making the deposit ? 

Mr. Krrne. Oh, yes: definitely. I wasn’t going to make the deposit. 

Mr. Epmonpson. Did you, at the time this transaction was closed, 

deeding the property to you, at that same time make a deed to Mr. 

Hickey and his wife for the property ? 
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Mr. Kring. Yes; I signed a paper, the final paper, which I under- 
stood was a deed. I don’t know much about real estate, and I pre- 
sume that was the deed. 

Mr. Epmonpson. Was this paper which you signed dated and filled 
in, or was it just a blank piece of paper w ith printed matter on it? 

Mr. Kring. I think it was dated, but it was blank. 

Mr. Epmonpson, As to property description ? 

Mr. Krine. Yes, sir; I think so. 

Mr. Epmonpson. And I understand you were paid the sum of $400. 

Mr. Krine. Yes, sir. 

Mr. Epmonpson. Who paid you the $400? 

Mr. Kring. Jim Hickey. 

Mr. Epmonpson. W Teen did he make the payment of the $400 to 
you! 

Mr. Kring. At the time I signed the deed. I signed the deed over 
to him—the final thing that I did. 

Mr. Epmonpson. Was that by check, or in currency ? 

Mr. Keine. That was by check. 

Mr. Epmonpson. By his check to you? 

Mr. Krine. Yes. 

Mr. Epmonpson. Was that a personal check, or was it a business 
check ? 

Mr. Krinc. A personal check. 

Mr. Epmonpson. Did you deposit the check ? 

Mr. Krina. No, I canceled the check at the bank at which it was 
drawn. I don’t want to say it was a personal check when it might have 
been a company check, but to my knowledge and belief it would have 
been a personal check. 

Mr. Epmonpson. Your recollection is that it was signed by Mr. 
Hickey personally ? 

Mr. Krine. Oh, I know it was signed by Mr. Hickey personally. 
It might have been a business check of his, or something. 

Mr. Epmonpson. Were you aware at the time that this happened 
that you were geing to remain liable on the note for this property ? 

Mr. Krina. Yes, I was cognizant of that fact, and I didn’t mind 
that situation at all. In my own thinking—maybe it is wrong now. 

Mr. Epmonpson. You didn’t mind guaranteeing the payment of 
$10,430 to the Government ? 

Mr. Krine. No, sir, I wasn’t thinking about guaranteeing it as 
much as I was thinking about receiving it back — 

Mr. Epmonpson. Were you aware that the Government would be 
paying in excess of probably $150 out of its funds on this note at 
the time that this transaction was made? 

Mr. Krine. No, sir, I didn’t know that. 

Starr Director. Did you know that in the application for a home 
loan guaranty that you made to the Veterans’ Administration, that 
form included a statement, under the heading “Purpose of Loan,” 
that it was for the purpose of purchasing a residential property to be 
occupied by the veteran, and that you were in fact making a false 
statement to the Veterans’ Administration when you filled out that 
form and oe intend to occupy the property ? 

Mr. Krrne. I don’t recall that being on there now. I don’t recall 
the form. No doubt if I filled that in, I didn’t weigh the situation 
carefully. 
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Starr Direcror. Did you read the statement at the bottom that 
Says: 
I have read the foregoing application and certify that the facts herein are 
true and complete to the best of my information and belief. 
And further down here, that there appeared on that application 
this statement: 
Federal statutes provide severe penalties for any fraud, intentional misrep- 
resentation, or criminal connivance or conspiracy purposed to influence the 
issuance of any guaranty or insurance by the Administrator. 
Did you see those things on the form? 
Mr. Krine. No, sir, I don’t recall that I did. 
Can I see that? 
Have I completed that? 
Srarr Drrecror. This is just a form of the type that you would 
have completed. We don’t have yours. 
Mr. Krine. I would have had to complete this? 
Mr. EpmMonpson. Well, one for you would have had to be turned in. 
Mr. Krine. I was just checking to see if I completed one of these, 
for my own benefit. 
Srarr Direcror. As to this blank deed that you signed, was there 
a notary present when you signed the blank piece of paper? 
Mr. Krine. No, sir, no. Not unless Jim Hickey is a notary. 
Starr Direcror. You didn’t see anyone at the time affix the seal 
and make the notary certification ¢ 
Mr. Krina. No. 
Srarr Direcror. Did Mr. Hickey tell you what he was going to do 
with this property when he obtained it through your loan? 
Mr. Krine. No, sir. 
Srarr Direcror. Do you know who the property was sold to sub- 
sequently / 
Mr. Krrina. No, sir. 
Srarr Direcror. You said you knew Gene Mako. Do you know 
where he is now? 

Mr. Krine. No, I don’t. Gene travels around pretty much. He 
builds tennis courts and is out of town quite a bit. 

Mr. EpmMonpson. He used to be quite a prominent tennis player, 
didn’t he? 
Mr. Krine. He used to be one of the best. 
Mr. Epmonpson. That is what I thought. 
Srarr Direcror. You heard the previous testimony of Mrs. Cole 
to the effect that he said he had to give Mr. Mako a thousand dollars 
on that transaction. Do you have any information relating to that? 
Mr. Krine. No, sir, I don’t. 
Mr. Epmonpson. Do you have any questions? 
Mr. Weaver. No. 
Mr. Epmonpson. I understand you are now married. 
Mr. Krine. Yes, sir. 
Mr. Epmonpson. Do you have a family ? 
Mr. Krine. Yes. 
Mr. Epmonpson. Do you live here permanently in California? 
Mr. Krine. Yes, I do. 
Mr. Epmonpson. Well, Mr. Kring, do you understand that the pur- 
pose of the GI home-loan program in the first place was to finance 
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homes for veterans? Do you understand that as the basic purpose 
of the loan? 
Mr. Krine. I understand it now. If the time—if I had known it, I 
wouldn’t do it over again. I don’t mind saying that to anyone. It 
was a big mistake I made. If I had been swindled into something 
like this, I would be mad as anything. But it is a mistake I made, 
and I am sorry for it. I probably would have a home for my wife 
and daughter now if I hadn’t used that. 
Mr. Epmonpson. Are you renting now? 
Mr. Kring. I am renting an apartment. 
I think my thinking at the time was pretty immature. I mean, I 
wasn’t married. That does a lot for a person. 
Mr. Epmonpson. Do you have any idea how many thousands of 
dollars you lost in terms of interest, that would have been saved for 
you on a standard loan? 
Mr. Krine. Very much so. 
Srarr Direcror. Do you know that the Veterans’ Administration 
can forfeit all of the rights of a veteran for all benefits, and that you 
stand to forfeit any pensions that might accrue to you or your wife 
and children as a result of your service ? 
Mr. Kring. No, sir, I didn’t know that, and no matter how immature 
I might have been at the time I did this, I certainly would have ma- 
tured at those statements. I wasn’t cognizant of that fact. 
Mr. EpmMonpson. Do you carry an insurance policy ? 
Mr. Kring. Yes,sir. I have spent most of my time in the insurance 
business, ; 
Mr. Epmonpson. Do you feel like this was worth $400 ? 
Mr. Krina. I don’t mind saying at the time I thought it was. Now 
it is not. That is very definite. I would hate to think I would sell 
it for $319 again. 
Mr. EpmMonpson. No further questions. 
Mr. Kring. Thank you. 
Starr Direcror. Mr. Smith? 
Do you swear that the testimony you are about to give in these pro- 
ceedings will be the truth, the whole truth, and nothing but the truth, 
so help you God ¢ 
Mr. Smiru. I do. 
Srarr Direcror. State your full name and present address, Mr. 
Smith. 


TESTIMONY OF WILLIAM G. SMITH, PACOIMA, CALIF. 


Mr. Smiru. William G. Smith, 1444 Weidner Street, Pacoima. 

Srarr Director. You are a veteran, Mr. Smith? 

Mr. Smiru. Yes, sir. 

Srarr Drrecror. What is the nature of your service / 

Mr. Smirnu. I was in the Air Force. 

Srarr Direcror. We are interested in the property located at 18008 
Lull Street, Reseda, Calif. Will you tell us about your participation 
in the transaction on that property / 

Mr. Smrrn. Well, it was in August, I think, of 1952. I intended 
to buy a home at 18008 Lull Street in Reseda, and I contacted Mr. 
Hickey because he was handling the tract. In fact, I contacted him 
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and he came tomy home. And I was renting at 4612 Orient Avenue 
in Sherman Oaks, Calif. And we made out the applications to buy 
the home. 

Mr. Epmonpson. Just a minute now. Did you make out the appli- 

‘ation to buy the home on his first visit to you at your house? 

Mr. Smiru. Well, he discussed it first on whether we really had our 
mind made up on buying the home. In fact, he gave us a few days to 
decide, between my wife and I, because it was going to be on the vet- 
erans’ loan, and he explained to us that if we ‘bought a home on the 
GI loan we would be stuck with it for 25 years until ‘it was paid off. 

So we contacted him in several days, and we had decided, and he 
came out, and = filled out the papers, the applications, and he took 

‘are of that. I don’t know what happened in between, but later w e 
Ww wih to the bank and we were given an oral session on the veterans’ 
loan, and again we were advised that if we took the home on GI we 
would be 1 esponsible for it for 25 years. 

Mr. Epmonpson. Were you renting in the house where you were 
living at that time? 

Mr. Smiru. That is right. I was renting. 

Mr. Epmonpson. How much downpayment did you make / 

Mr. Smiru. On the home? I didn’t make any downpayment on the 
home, because I was turned down by the VA. They said something 
about I didn’t make enough money to afford the house. I had just went 
to work for General Motors out in Van Nuys, and I had been working 
for a laundry route, and I wasn’t making the money that they required. 

About a month or so elapsed, and I had forgotten about the whole 
deal, because it didn’t go through VA, but I guess it was still active in 
ry bank or something, because someone called me from either L. A. 

r the bank, I don’t remember, and they said that the loan had been 
saan through the Vets. So I in turn called Mr. Hickey and told 
him that it had been approved but that I couldn’t afford it. So 

Mr. Epmonpson. Now, wait just a minute. Did you get a raise, 
or anything, to account for it being approved after it was disapproved ? 

Mr. Smirn. I was making a lot of overtime, and it was after the 
model change, and we always worked a lot of overtime. 

Mr. Epmonpson. After the VA disapproved your loan application, 
did you report to the VA that you had had some additional overtime or 
were making more money ? 

Mr. Smirx. Yes; I guess they had called the office where I work, 
and they had given them the information. 

Mr. Epmonpson. Now, wait a minute. After they disapproved it, 
they then followed up and called your office ? 

Mr. Smrri. Well, somebody did. I wasn’t taking care of it illegally, 
because it was the first time I had ever bought a house. So everything 
was handled through Mr. Hickey, I suppose. I don’t know if he 

called the bank, but somebody, the office, had given either the bank 
or the VA the information that they needed. And then in return they 

called me at work, and I had to call somebody—I don’t even remember 
i But after I talked to somebody and they said it had been ap- 
proved, and then I in turn called Mr. Hickey. 

Mr. Epmonpson. And what did you tell Mr. Hickey, then, when 
you called him back? 

Mr. Smirn. That I couldn’t go through with the downpayment, 
because it was a little steep at the time, and because I had for gotten 
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all about their buying the home, because I was looking around for a 
cheaper “down.” Because I think it was $1,065 down—when I could 
have first made the application, I could have made the downpayment, 
but after a certain period of time I had a family to take care of, and 
it didn’t do my standing as much good. 

So I called Mr. Hic key, and I told him it had been approved but I 
couldn't go through with it. 

So he said to let the house go on through and if I would go ahead 
and buy the house he would give me a profit, that I would make a 
profit of $400. 

And so in turn I went ahead and signed the escrow papers. And if 
the thing went throught, then he brought out I guess a blank deed or 
something, and I signed it, and then he gave me a $400 check. And 
later I sent the papers out that I received from the bank. That is 
all there was. 

But when I made out the application, I did intend to buy the house. 

Srarr Direcror. But when you got down to going ahead with it, 
and you know you weren’t going to occupy the house then, did you have 
any discussion with Mr. Hickey as to whether this was a good thing 
to do? 

Mr. Smitu. I never under any circumstances or at any time thought 
that there was anything wrong with it, because I had never been 
advised on any legal matters on something like that. 

Srarr Direcror. You didn’t question Mr. Hickey, then, as to the 
legality of it? 

‘Mr. Sura. No, sir. Everything seemed to be all right, because he 
is a real estate fellow , and he is supposed to know. I don’t know. 

Mr. Weaver. Did Mr. Hickey make it clear to you, when you deeded 
the property over, that you would still have to guarantee that? 

Mr. Smiru. Yes, sir, he did make it clear. I was stuck with it until 
the time when it was paid off. 

SrarF Director. What was your impression, if you didn’t go ahead 
at the time? Did you just quit, did you have the impression you 
were under some sort of compulsion ? 

Mr. Smirxu. No, sir. 

Starr Director. Why didn’t you just quit ? 

Mr. Samir. Well, sir, because I had been offered a $400 profit, and 
in turn I took the money and made the downpayment on a smaller 
house and in closer to work. And I am sorry now I did, because I 
needed a bigger house. 

Mr. Epmonpson. You have a larger family now? 

Mr. Switu. A bigger family. 

Srarr Direcror. Did Mr. Hic key tell you what he was going to do 
with the house? 

Mr. Situ. No, sir; I never heard anything more from Mr. Hickey 
after that until some time ago there was a fellow from the FBI that 

‘ame out and questioned me on the house. And that was the first 
thing I had heard of anything more on the house. In fact, I had 
forgotten all about it. 

Mr. Weaver. And then you heard from Mr. Hickey? 

Mr. Smirn. No. sir. I just received a subpena and came down. 


Mr. WEAVER. Yon had no further contact with Mr. Hickey from 
the time he paid you the $400? 
Mr. Smiru. No, sir. 
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Mr. Epmonpson. I understand that you first talked to Mr. Hickey 

August. 

Mr. Smirn. That is right. 

Mr. Epmonpson. That you went down and made the application in 

August. 

Mr. Smiru. Some time in August; yes, sir. 

Mr. Epmonpson. Then, when was it after that that you got word 

that the VA had turned you down ? 

Mr. Smirn. It wasn’t long after that. 

Mr. Epmonpson. How long? 

Mr. Smrru. I wouldn't know, exactly, but it wasn’t too long, I don’t 

think, because they said it would take a month for the application 

to go through, and it wasn’t very long after that that I found out 

that the VA had turned me down. In fact, I don’t remember who 

told me that it had been turned down. 

Mr. Epmonpson. Then the actual deed that was made over to you 

was made over in October, I believe, wasn’t it? In October? No, 

it was in November that it was deeded to you. Were you told by Mr. 

Hickey at the time that he deeded it over to you that he had had a 

family named Hone, H-o-n-e, which had been living in that house 

since September under an option to purchase by them / 

Mr. Smiru. No, sir; I didn’t know anything about it. That is the 

first time I have known about it. 

Mr. Epmonpson. You had no knowledge at all until today ? 

Mr. Suirn. That is right. 

Mr. Epmonpson. That when you completed your deal for this house, 

there was already somebody else living in it that had an option to 

purchase it from Mr. Hickey ? 

Mr. Smrru. That is right. 

Mr. Epmonpson. ‘This deed that was filled out, that you signed, you 

say, was in blank? 

Mr. Smirn. I won’t swear to it, but I am pretty sure. ‘The reason 

I know—I hadn't received any other papers from the bank. 

Mr. Epmonpson. Well, did the deed when you signed it have on 

it the statement that you were being paid $10 for the deed ¢ 

Mr. Smirn. No, sir. There wasn’t nothing 

Srarr Direcror. Then if the deed does contain the statement that 

the consideration is $10, it is erroneous; isn’t it ¢ 

Mr. Smiru. Yes. 

Mr. Epmonpson. It should have said $400? 

Mr. Smrru. It should have said $400, Because when I received the 

papers, maybe a week or so, or 1 don’t remember how long, I called 

Mr. Hickey and told him I had received the other papers, and I 

mailed them to him. In fact, I didn’t even look in the envelope. 

Mr. Epmonpson. Any further questions / 

Thank you. 

Mr. Smirn. May I ask you something? I have a receipt for my 

discharge papers back there, and I have never received them. 

Srarr Director. Who gave you the receipt ? 

Mr. Smrru, The Citizens Bank. And they were supposed to have 

sent it out, somebody was, and I never received my discharge papers. 
Starr Diecror. You would have to contact those folks. I am sure 

they certainly would have no reason to keep it, unless it has been lost. 
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IT am sure they would be anxious for you to have it. It is of no use 
to them. 

Mr. Smiru. Thank you. 

Srarr Direcror. Mr. Smith, have you been here this morning ¢ 

Mr. Suiru. Yes. 

Srarr Drrecror. You have heard this testimony, how some of this 
mail comes to these houses? Do you think that could have caused 
your discharge to get lost ? 

Mr. Smirn. It may have been that. I will inquire at the bank. 

Starr Dikecror. And if not—of course, that probably was your 
original paper, wasn’t it 

Mr. Smiru. Yes, sir. 

Mr. Epymonpson. Did you ever have it recorded ? 

Mr. Smirn. No, sir. 

Starr Direcror. There is a way to get a certificate in lieu of lost 
discharge. If you will contact a veterans service officer, he will tell 
you how to get at least an authenticated copy. 

Mr. Epmonpson. Mr. Hone? 

Srarr Direcror. Mr. Hone, do you swear that the testimony you are 
about to give will be the truth, the whole truth, and nothing but the 
truth, so help vou God ¢ 

Mr. Hone. I do. 

Srarr Director. Have a seat, please. 

Will you state your full name and address, Mr. Hone ? 


TESTIMONY OF DOUGLAS M. HONE, NORTH HOLLYWOOD, CALIF. 


Mr. Hone. Douglas M. Hone, 5817 Colfax, North Hollywood. 

Srarr Direcror. You have been here all day, Mr. Hone ‘ 

Mr. Hone. I certainly have. 

Srarr Direcror. We appreciate your coming. Will you tell us 
about. your transaction with Mr. Hickey You I am sure have fol- 
lowed what we are interested in. 

Mr. Hone. Yes. I am not sure about the dates. Three years have 
gone by. But some time in the neighborhood of the 18th of August, I 
was transferred from Seattle to Los Angeles. I arrived on a Sunday 
night, and Monday morning I looked in the real-estate section for a 
house for rent. And I saw an ad for a new home for rent, with option 
to buy. I called the number and spoke to Mr. Hickey. And when I 
informed him that my car was smashed up in the garage, and I had 
no way of getting out there, he volunteered to come into town and 
pick me up; which he did. He took me out and showed the house to me 
and told me that—— 

Srarr Direcror. Excuse me, Mr. Hone; to be sure we are straight 
here, we are referring to—— 

Mr. Hone. 18008 Lull Street, Reseda. 

I looked at the house and he told me that I would be able to rent 
it at $125 a month. I was not interested in buying a house at that 
time. I was interested in getting my family here as quickly as pos- 
sible. I wanted to wait and see which part of the area I wanted to 
live in prior to making the purchase. 

He did tell me that if I so chose I could have a lease option, where 
the money over and above the amount of payment on the house would 
be applied to the downpayment, and it sounded logical, and I agreed 





















































1488 IRREGULARITIES IN LOAN PROGRAM IN CALIFORNIA 


to those terms as long as I was paying $125 a month anyhow. The 
agreement which we entered into called for the lease to run 2 years, 
with the first and last month’s payment in advance, which I gave him: 
$250. 

No: the first month and the last 2 months, a total of $375, which 
was for the month from September 15 to October 15, 1952, and from 
July 15 to September 15, 1954, which was the said 2-year lease. It 
was signed, I believe, the following day, which would make it some- 
where around in the neighborhood ‘of the 19th or the 20th of August. 
I don’t have a calendar for 1952, so I can’t tell you the exact date. 
Mr. Epmonpson. Did he represent to you at that time that he was 
the owner of the house ? 

Mr. Hone. That was my knowledge, or my understanding, that he 
was the owner of the house. I was not interested. I didn’t care who 
owned it. I wanted to rent the house. 

Mr. Epmonpson. Well, the final agreement you wound up with con- 
tained an option to purchase, didn’t it? 

Mr. Hone. Right. As I say, when he offered me an option to 
purchase, I took it because I would be out nothing if I chose to buy 
the house later on. 

Mr. Epmonpson. If you chose not to buy it, you would be out 
something, wouldn't you? 

Mr. Hone. No; I wouldn’t because I had been accustomed to paying 
from $125 to $150 a month before. 

Mr. Epmonpson. Did you understand that the payments you made 
for the option would be returned to you? 

Mr. Hone. No; definitely not. But a 3-bedroom house at $125 is 
cheap rent in this town. 

Mr. Epmonpson. Then you did not pay anything above the agreed 
rent for the option ? 

Mr. Hone. No, sir. 

Mr. Epmonpson. Well, now, what was to be applied to the pay- 
ment ¢ 

Mr. Hone. The amount of the payment of the house was sixty-some 
dollars per house $67, $68, $69, somewhere in there—the difference 
between that and a $125 rental fee that I was paying, if I so chose 
to take up the option, would apply as a downpayment. 

Mr. Epmonpson. That is your understanding of that contract? 

Mr. Hone. That is the way the contract is written. 

Mr. Epazonpson. Could I have a look at it ? 

Srarr Direcror. Mr. Hone, were you the first occupant of the 
house ¢ 

Mr. Hone. I was. 

Starr Direcror. It was a new house ? 

Mr. Hone. Yes. 

Starr Direcror. You took out the first power and utilities? 
Mr. Hone. Right. 

Starr Director. Did you have any discussions with Mr. Hickey 
at the time concerning the legality of this transaction, or later? 

Mr. Hone. At the time, no. I wasn’t interested. 

Starr Drrecror. Did you later? 

Mr. Hone. Yes. 

Starr Drrecror. What were the circumstances? 
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Mr. Hone. Well, I decided to buy the house. It was not big enough, 
as the house was, for my family. I decided I would need to add on 
to it. And to add on to it, I had to have it under my name before I 
could go ahead and do any work. 

But in the meantime I had heard from the neighbors that the house 
had sold for considerably less than the amount of money he was ask- 
ing me for it. And as long as I hadn’t made any deal on the house, 
and he had been a very friendly fellow and easy to get along with, 
I felt the only thing to do was to talk to him and see if he would 
reduce the price of it. 

Starr Direcror. Did he? 

Mr. Hone. He did not. 

Starr Drrecror. He insisted that this agreement be carried forward 
if you wanted the house? 

Mr. Hone. No; he was not insistent. I didn’t have to buy it. 

Srarr Direcror. If you bought it, he insisted on these terms? 

Mr. Hone. He wanted that amount of money ; yes. 

Starr Director. Did you go ahead and buy the house? 

Mr. Hone. No; I did not. 

Starr Director. Did you have any discussions with him at that 
point or later—I assume by that time you understood that there was 


a veteran loan in the picture-and the veteran had not occupied the 
house ? 


Mr. Hone. Yes. 

Starr Direcror. Did you have any discussions at that point with 
Mr. Hickey as to whether the entire transaction was legal? 

Mr. Hone. I mentioned to him myself that I felt it was an illegal 
situation. 

Srarr Director. What was his reaction to that? 

Mr. Hone. He said it was not illegal; that it was within the law, 
if very close to being within the law. In other w ords, he was within 
the law, but he was close to the borderline. 

Mr. Epmonpson. Did he explain to you why it was that a veteran 
had never occupied this house? 

Mr. Hone. No. I didn’t ask. 

Srarr Director. Did you get some of Mr. Smith’s mail ? 

Mr. Hone. Yes; his mail came there several times. 

Starr Director. Do you suppose his discharge came there? 

Mr. Hone. No; because there was no paper large enough for a dis- 
charge. They don’t fold a discharge in the middle. 

Srarr Director. We have gotten one here lately that they folded 
and did everything else with. 

Mr. Hone. All I can say is that for my own, it had never been 
folded. It came in a big, wide envelope. 

Srarr Drrecror. You got a little mail there and merely forwarded 
it on? 

Mr. Hone. No; just returned it to the Veterans’ Administration. 

Starr Director. You just didn’t receive it? You didn’t accept it? 

Mr. Hone. Didn’t accept it. 

Starr Drrecror. You said you did finally go ahead and buy the 
house ¢ 

Mr. Hone. No; I did not. 
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Srarr Director. What are you doing? You are not living in the 
house now ¢ 

Mr. Hone. No; I bought another house. 

Srarr Direcror. You gave this house up. Was there any difficulty 
in that? 

Mr. Hone. No, I called Mr. Hickey on the telephone and told him 
that I was buying another house, a much larger house and in a bet- 
ter neighborhood, and that I would appreciate being let out of my 
lease. And he said then if I would find someone who was acceptable 
to him, he would be perfectly agreeable to letting me out of my part of 
the lease. 

Srarr Director. Acceptable on this same agreement, or just to rent 
the house ¢ 

Mr. Hone. That it was entirely between he and the new purchaser. 
Srarr Direcror. Did you find someone? 

Mr, Henr. I ran an add in the paper, and a gentleman and his wife 
came out and looked at the house. They liked it. I explained to 
them the situation, that I had an option to purchase but that he would 
have to consummate an entirely new agreement with Mr. Hickey, 
which would be between himself and Mr. Hickey. 

Mr. Epmonpson. Was that Mr. Por‘er? 

Mr. Hone. Mr. Porter. Mr. Porter paid me the amount of money 
that was still—the 2 months’ rent that I had already paid in advance 
on the last 2 payments, and he went from there with Mr. ITickey on the 
balance of the program. 

Mr. EpMonpson. What is your business, Mr. Hone? 

Mr. Hone. Tama salesman. I sell bathing suits. 

Mr. EpmMonpson. Not real estate ? 

Mr. Hone. Definitely not. Women’s bathing suits. A tough 
racket. This just happens to be the busiest season of my year right 
this week. 

Mr. Epmonpson. We regret having held you here through the day. 

Mr. Honr. Is that all, then? 

Mr. Epmonpson. I think it is. 

Mr. Hone. Thank you. 

Mr. Epmonpson. Mr. Baumann? 

Starr Director. Mr, Baumann, do you swear that the testimony 
you are about to give will be the truth, the whole truth, and nothing | 
but the truth, so help you God ¢ 

Mr. Baumann. I do. 

Mr. EpmMonpson. Will you state your full name and address, please, 
Mr. Baumann ? 


TESTIMONY OF JAMES BAUMANN, COMPTON, CALIF. 


Mr. Baumann. James Baumann, B-a-u-m-a-n-n, 1107 Marcelle 
Street in Compton. 

Mr. Epaonpson. Mr. Baumann, we are interested in your trans- 
actions with regard to the property at 13938 Oval Drive in Whittier. 
Would you tell us what you know about that piece of property ? 

Mr. Bacmann. Yes, I will, as much as I ean recall. 

I made my original deposit on the property in December of 1952, 
of S100, to a Mr. Franix- a believe his name was Himel. I can re- 
fresh myself on that, though. 
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Mr. Epmonpson. You are a veteran / 

Mr. Baumann. Yes, I am. 

Mr. Epmonpson. With what service / 

Mr. Baumann. The Navy. 

This is a copy of my deposit. 

Srarr Direcror. The date of the instrument is December 9, 1952, 
and this is signed by Mr. Frank Himel, H-i-m-e-l. 

Mr. Baumann. Yes, he is an employee of Mr. Hickey. 

Mr. Epmonpson. A salesman for J. B. Hickey. 

Mr. Baumann. The house—I bought it off the map, naturally. My 
next notification on the mananrd never had the opportunity of in- 
specting it—was on February 5, 1953, when I had this letter from 
Pardee, telling me that the a had been completed and approved 
by the Veterans’ Administration inspector, it had been inspected by 
the Veterans’ Administration, and that if I wished I could move in on 

an occupancy agreement and pay $2 a day until such time as the 
escrow closed. "They also gave me Mr. Hickey’s phone number to 
contact. 

Mr. Epmonpson. That is the Pardee Construction Co. ¢ 

Mr. BauMANN. That is the Pardee Construction Co. 

Starr Director. What happened when you got this notification / 

Mr. Baumann. Well, I decided that as long as my loan hadn’t been 
approved or anything else, 1 would stay away from the house as to 
such time I knew ev erything was in order, so that I wouldn’t have to 
move out of it. Because I fully intended to stay with the house. 

Anyway, on the 2d of April, I received another letter from the 
Pardee Co. They enclosed loan documents from California Federal 
Savings & Loan, telling me what to do with them, and to return them 
as soon as possible i in the enclosed envelope, and also to pay up for my 
balance of my downpayment. 

Well, what else did I have on top of that ? 

Mr. Epmonpson. Did you ever have word that your VA loan appli- 
‘ation had been approved ? 

Mr. Baumann. I assumed on that basis, there, that everything was 
in order, that my loan application had been approved by the Veterans’ 
Administration, and that " as the only possible hindrance to my eccu- 
pying the house. And as far’as bank approval, I felt that that was 
going to go through satisfactorily. But I held up until the VA 
had approved it, and I assumed on the basis of this that it had been 
approved. 

Well, that is dated the 2d, but on the 1st, possibly, Mr. Hickey had 
contacted me. Anyway, I wanted to get into the house as soon as I 
could, and I gave ‘him the balance of the $640, plus $100 to pay an 
occupancy fee of $2, and they gave me from April 4 to May 23. I 
moved into the house on the 4th of April. 

I think that is a copy of the occupancy agreement. I mean, I called 
them in the evening and contacted him at his home and wanted to get 
into the house as soon as possible, and he gave that to me so that I 
could turn it over to the caretaker of the tract to gain possession of 
the house. I did want to get keys, because up to that time I had 
never been in the place. 

Mr. Epmonpson. You had never seen it except from the outside? 

Mr. Bauman. I had seen models, but I had never seen the one I 
had bought. I just assumed it was up to standards. 
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Anyway, I moved into it, and my wife and I were very disillusioned. 
Mr. Epmonpson. You moved your furniture into it ? 

Mr. Baumann. We had just started to move our furniture in. We 
never did complete moving in, because we felt it was just a question 
of time until we got out again. 

Anyway, I had rented this house under this rental agreement or 
occupancy agreement. But I contacted the caretaker, which was a 
certain amount of difficulty, because I was working in Lynwood at 
the time and running over to Whittier to see him, and it was just 
sheer chance as to whether or not I could contact him. And I think 
he finally came over and made a few minor corrections, but nothing 
that was doing me any good at all. 

Mr. Epmonpson. What was wrong with the house ? 

Mr. Baumann. Well, there were a number of things wrong. I had 
listed some of them. This is my original inspection, and this was 
strictly tentative. That was before I had a real good look. I mean, 
things like I had here, around the patio window, that it was leaking, 
and the stucco besides. It was faulty construction throughout. The 
floor was—well, the tiles had separated from the floor, and they had 
buckled in some spots, and in nee they were completely free of the 
floor, which is a sort of an indication that they had never been set 
properly in the first place, and even the ones that were solid—at the 
time, though, they told me that the house had been vacant for a con- 
siderable length of time and it hadn’t had an opportunity to warm up. 
Mr. Weaver. You had moved part of your furniture in? 

Mr. Baumann. Just enough to get by with. 

Mr. Weaver. Your family were there with you? 

Mr. Baumann. My wife and boy were with me. 

Mr. Weaver. You had the utilities turned on ? 

Mr. Baumann. Yes; the utilities the first part of April. The dates 
of my entering the property and leaving are with the utility com- 
pany in Whittier. I was there probably the full length of this agree- 
ment. As long as I paid the $2 fee. I probably paid up until that 
time. 

But anyway, in addition to the floors, well, the plumbing was bad. 
I had an argument over that with their caretaker. He insisted it was 
all right until it blew up in his face, and then he agreed there was some- 
thing to wonder about. 

Anyway, I called Pardee, and that was several times. And without 
any success at all. I couldn’t contact him. I spoke to his secretary 
or receptionist. 

So then I started on the Veterans’ Administration right here in Los 
Angeles. I felt the loan had been approved by them, the house in- 
spected by them, so she could get some satisfaction through them. I 
spoke to I think every janitor and every washroom attendant. I spoke 
to everyone in that building who would give me some advice. I wanted 
to cancel the loan. I am still kind of irritated about the whole house. 
Anyway, about the second time around I was just pushed from one 
telephone to the next without the least bit of satisfaction, and one 
fellow just advised me to sell the house back to the builder if I could 
do it. 

Mr. Epmonpson. Do you know what fellow that was? 
Mr. Baumann. I asked him his name and his department, but he 
said, “You are in so far you can’t back out.” I could, but I would lose 
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my $750 which I had in, which I didn’t want to do. And so, just by 
coincidence, within a couple of days later—I had hit them twice on 
my round of the Veterans’ Administration offices. This was strictly 
all by telephone. But Pardee and Hickey both came out within a 
couple of days, and Pardee offered to go through the whole house and 
fix it up to my satisfaction. 

But by that time, I was pretty well irritated, and I wanted out of it. 
And I couldn’t get out of it any other way except on their terms. I 
felt if I sent it to a regular real-estate broker it would probably cost 
me 20 percent of the selling price, and it would cost me a thousand 
dollars to fix it up and make it presentable, so I figured there pene 
be a $1,200 real-estate fee, which would bring it up to thirteen fifty, 
all in all I was out. 

I had this, which, was the cheapest way out for me, so I went along 
with it. 

Srarr Director. So he gave you your $750 back plus about $250% 

Mr. Baumann. Yes. 

There was one other thing here. This windfall to the bank. That 
was something I had backed out of. That should have been my only 
salvation at the time, because I don’t think that the bank would have 
gone any further with the loan until they had this back. And I don’t 

recollect ever signing one of these. That is the copy I had origimally. 
But if I had used my head originally, I think the whole thing would 
have dropped. 

That is one thing I refused to sign, because I felt that it was strictly 
a windfall payment to the bank. But then again, unless I did sign that, 
what it all boiled down to, I was losing my original $750. And as far 
as I was concerned, Jim Hickey did me a favor by taking the place off 
my hands. Because I had no other way of getting rid of 

Srarr Direcror. Did you know at that time you would remain liable 
for any losses the Government sustained ¢ 

Mr. Baumann. I was aware of that, sure. But the way I looked 
at it was this. I had all my money back out of it, and there was a 
very good possibility I would get stuck with the house, but if I did 
all I was liable for was the amount of the ioan, and I was getting 
it for absolutely nothing. 

Starr Director. So you lived there for about 6 weeks. 

Mr. Baumann. At the most 6 weeks, just about the life of this 
agreement here. 

“Mr. Epmonpson. This note here I understand is written by Mr. 
Hickey and signed by Mr. Hickey. 

Mr. Baumann. That was written by Mr. Hickey. That took place 
at just about that time. 

Mr. Epmonpson. That is the note reading: 

We'll pay your downpayment— 

and mentioning $725, plus $400. 
We can consummate deal as soon as title is recorded in your name. 

And the signature is J. B. Hickey, OX-69006 and WE-17608, which I 
assume are » telephone numbers. 

Mr. Baumann. Well, I didn’t turn the place back to Hickey be- 
cause of that. 

Mr. Epmonpson. About when was this? 
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Mr. Baumann. That was taken, I would say, about the middle of 
April. I notice there is no date on that. But it would be along in 
about the middle of April. 

Mr. Epmonpson. Now, at that time you had not signed any mort- 
gage or deed of trust for the property, and there had been no title 
recorded in your name. 

Mr. Baumann. The title hadn’t been recorded, but I had signed in- 
numerable papers up at the California Federal Savings. As far as 
I was concerned, I already had the place. The loan had already been 
approved and everything else, and it was just a matter of having it 
recorded. But I notice from this that it was not recorded until some- 
time in June. 

It was dated the 9th of June 1953, and it was recorded on the 22d of 
June. So possibly I still could have gotten out of it. 

But then again, I will hold that against the Veterans’ Administra- 
tion. They should have given me a little advice as to what I should 
have done, because I was strictly left holding the bag. 

Srarr Direcror. The records of the Veterans’ Administration show 
the date was July 2, 1953. 

Mr. Baumann. It couldn’t very well have been, because this was 
recorded on the 22d of June. 

Mr. Epmonpson. What was recorded on that date? 

Mr. Baumann. This was my title insurance on that date. 

Starr Direcror. That is consistent. This is the loan commitment 
date. That could be possible. 

Mr. Baumann. You mean that it actually had not been approved 
by the Veterans’ Administration as yet? 

SrarF Director. They actually made the final commitment on the 
loan, committed themselves to the guaranty on the loan, on July 2, 
1953. 

Mr. Baumann. With all the people that I had contacted at the 
VA—and I gave them the numbers that had been assigned to my loan, 
and so forth—there should have been somebody there to give me ad- 
vice as to whom to contact. I still would have been out by $750 any- 
way, of course. 

Starr Direcror. Mr. Baumann, they couldn’t relieve you of any 
liability that resulted from any papers you had signed. You could 
have backed out any day up until the day the loan was consummated. 
But they couldn’t do anything as to something to which they weren’t 
a party. 

Mr. Baumann. That was the reason I went along with it as I did. 
Mr. Epmonpson. Did you understand at the time you closed the 
transaction that you remained liable for the face of the note? 

Mr. Baumann. Yes, I was aware of it. T had also discussed that 
with Hickey. and I came to the same conclusion that some of the 
others had. The wav I felt abont it was with our present inflationary 
spiral, that $11.000 house would maybe eventually be worth $16.000, 
so T should be able to get the balance of the loan out of it anyway. 
Mr. Epmonpson. By vour refusal to sien this application for au- 
thority of sums paid by Veterans’ Administration, you very definitely 
indicated vour knowledge that there was to be a gratuity paid. 

Mr. Bauwann. I was aware of the gratuity, yes. And I felt it was 
just a windfall to the bank, and I couldn’t see any reason why they 
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should have it. It wasn’t doing me any good. If they wanted to put 
out that much money, they could at least take care of the loan costs. 

Mr. Epmonpson. Then you never signed anything of this type au- 
thorizing the payment of the gratuity ¢ 

Mr. Baumann. That was the copy that I received, and I don’t re- 
call signing one of them. If I signed one, it was signed without my 
knowledge, possibly in a sheaf of papers somewhere or other. But 
this was the copy that I had. 

Srarr Direcror. In that connection, this was notarized on June 9, 
1953. Did you sign a blank deed ? 

Mr. Baumann. I signed a blank deed, yes. That was the deed 
where I actually resold the house, when I turned it back to Hickey 
Yes, I signed a blank deed, and it was notarized. 

Mr. Epmonpson. It was notarized in blank? 

Mr. Baumann. It was notarized in blank, yes. 

Mr. EpmMonpson. The notary was there when you signed it ? 

Mr. Baumann. The notary was there. 

Mr. EpMonpson. Where did this happen ? 

Srarr Drrecror. The notary’s date isn’t until several days later, you 
see. 

Mr. Baumann. Well, wait now. The one that we filled out—I re- 
member that Hickey had a copy of the deed. We went over to a notary 
together. And I signed it. My wife signed it. The notary stamped 
it and signed it. And I imagine he put the date on it at the same 
time. But up until that time, to my knowledge it was blank. I didn’t 
pay any attention to it, because all I was interested in was my invest- 
ment. But that took place at I think—I believe we filled it out at the 
tennis club, because I met him up there that afternoon. And then 
from the notary we went over to a bank, and he gave me a personal 
check for the amount of money that I had coming to me, and I went 
from there and cashed it right at the bank. 

Mr. Epmonpson. Eleven-hundred-some-odd dollars ? 

Mr. Baumann. Eleven-hundred-some-odd dollars, yes. 

Mr. EpmMonpson. Do you have anything further? 

Mr. Baumann, I would like to return this to you, but I would like 
to hold these two pieces of paper here, that you produced under sub- 
pena, subject to return of them in the future. If you would like a 
receipt for these two pieces of paper we will prepare a receipt for 
them. It is the handwritten statement from Mr. Hickey and the 
blank piece of paper, unsigned by you and your wife, “Authority 
for Application.” 

Mr. Baumann. That was sent to me by the Caldwell Co., I believe, 
because there was a letter in this you may have noticed where they 
send me all that information. 

But if I did sign another one of those—I remember my wife and 
I were both very sensitive about that particular copy, and if I had 
signed one it would have slipped to me some way or other. I could 
have signed it, but I seriously doubt it. Because about that time I 
wasn’t signing anything for anybody, because I had already gone in 
about as deep as I wanted to. 

Mr. EpMonpson. You seem to be a pretty careful sort of man, more 
careful now maybe than you were then. 

Mr. Baumann. I will tell you what it amounted to. Actually, at 
the time I was well aware of what I was getting into, and I wasn’t 
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particularly enthused over a veteran’s loan in the first place. I always 

felt if I wanted to buy a house I could have afforded to put up 

enough money. I would have gone possibly as far as FHA, but I 

would only have taken a FHA or VA loan under the impression the 

house had been inspected by the FHA or VA. I found out later that 

that VA meas that I had heard of is strictly absolutely nothing 
at all. I mean, I did assume that they had inspected the house or 

at least looked at it. But if they had inspected that house, he was 
blind. He would have to %e. 

But I would go as far as a FHA house. But then, from what I 

have read of the FHA, I don’t suppose they would be any safer. I 
would think I would have to base everything on my own inspection. 
Mr. Epmonpson. I think that is a good idea. 

Mr. Baumann. Because the the attitude seemed to be, “let the buyer 
beware,” as far as I am concerned. I was stung. I am not sorry 
for it, because I did learn a lesson. All I had to worry about was 
someone else defaulting on the loan. 

Mr. Epmonpson. Of course, the sequence on the signing of these 
documents will have some importance, as to just what, when the final 
papers for the closing of this loan were signed, your intention was. 
I am not acquainted with the dates on all the papers connected 
with this. 

* Mr. Baumann. Well, I know up until the time that I moved into 
the house I was the only one that had ever lived init. And as to what 
happened to the house after, say, the middle of May, I don’t know. 
Because I haven’t been at Whittier since. But if anyone did move 
into that house or bought the house, it could possibly be postdated. 
But I know I lived in that house until about the middle of May, 
whatever date I had on this note, and I would have a receipt showing 
when I rented the house. 

Srarr Direcror. Would you tell us again your current address? 
Mr. Baumann. 1107 Marcelle. 

Srarr Direcror. What city ? 

Mr. Baumann. In Compton. 

Mr. Weaver. W hat is your business with your company ? 

Mr. Baumann. I am an engineer with Western Gear Corp., in 
Lynwood. 

Mr. Epmonpson. Thank you very much, Mr. Baumann. 

Mr. Baumann. Okay. Thank you very much. Am I excused now? 
Mr. Epmonpson. Yes. 

Mr. Baumann. Thank you. 

Mr. Epmonpson. Mr. Marshall, Lockwood G. Marshall ? 

Mr. Marsuauu. I don’t know how that G got in there. It doesn’t 
belong there. 

Mr. Epmonpson. Just Lockwood Marshall ? 

Mr. Marswa.u. Yes. 

Starr Drirecror. Mr. Marshall, do you swear that the testimony 
you are about to give in these proceedings will be the truth, the whole 
truth, and nothing but the truth, so help you God ¢ 

Mr. Marsuat. I do. 

Starr Direcror. Have a seat, please. 

Mr. Epmonpson. State your full name and address, please, sir. 
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TESTIMONY OF LOCKWOOD MARSHALL, LOS ANGELES, CALIF. 


Mr. Marsuatu. Lockwood Marshall, 601 North Rossmore Avenue, 
Los Angeles. 

Mr. Epmonpson. Mr. Marshall, we are interested in your transac- 
tion concerning the property at 7643 Enfield Avenue in Reseda. Would 
you please tell us just what you can about the transaction in which 
a loan for you to purchase that property was committed on Decem- 
ber 9, 1952? 

Mr. Marsan. On December 9% 

Mr. Epmonpson. December 9, 1952, is the date that the loan com- 
mitment was made by the Government. 

Mr. MarsHatn. Oh, if I recall it, I had a conversation with Mr. 
Hickey in the locker room of the Los Angeles Tennis Club. 

Mr. Epmonpson. Are you a veteran ? 

Mr. Marswauu. Yes. 

Mr. Epmonpson. With what service? 

Mr. Marsnaty. Army Air Force, sir. 

Mr. EpmMonpson. Were you married at the time ? 

Mr. MarsHatu. Yes. 

And something was said about my buying a house if I were inter- 
one And at the time I wasn’t sure where I wanted to locate. I 

rasn’t particularly interested in buying a house unless something 
pire my fancy in some special way. “Tt seems to me it w as said 
by Mr. Hic key that if I cared to buy one under my veterans’ rights 
and dispose of it, I could make a small profit by so doing. 

I was of the opinion, and still am, that the sort of house that would 
be available under that policy would not be what I would want as a 
permanent home, and therefore I decided to waive any future vet- 
erans’ rights in favor of this purchase. 

As I recall it, some papers were given to me, and at that time I 
asked Mr. Hickey whether it was something that had anything irreg- 
ular about it, and he said he didn’t consider that the letter of the law 
was violated. 

However, to doublecheck on the issue, I phoned the Veterans’ Ad- 
ministration and asked for information and first talked to a woman, 
who was a little vague on the subject, and then a man, and I asked 
him whether there was any regulation in the act preventing immediate 
resale of property bought under veterans’ rights, and he said that there 
was no such rule. 

Mr. Epmonpson. Do you know who that man was that you talked 
to? 

Mr. Marsnatu. I didn’t make any record of it, because it was done 
merely incidental to the thing, just as an extra precaution. 

Mr. Weaver. Did you make it clear when you talked to him that 
there was no intention to occupy the house as your home? 

Mr. Marsuaru. I don’t know that I stated it exactly that way. 
I think my statement was: Is there any rule that a veteran has to 
hold a purchase for any given length of time? 

Mr. Weaver. That would not be exac tly the situation, though, would 
it, sir? 

Mr. MarsHauu. Well, I considered it was. I was buying and resell- 
ing immediately. 
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Srarr Direcror. Of course, you recognize, Mr. Marshall, that there 
are many hundreds of thousands of Veterans’ Administration loans 
transferred to nonveterans. There is nothing irregular whatever about 
that. The question at issue was your intention to occupy, as Mr. 
Weaver has pointed out. Now, if you did not make that point clear, 
then perhaps you didn’t get the answer you were seeking. 

Mr. Marsan... Well, on that point, it would be my opinion that if 
a person wanted to occupy a place for a day or a week as a technicality, 
then there would be an easy enough evasion there. 

Srarr Direcror. Well, that might be possible. But then I think 
you would have the question of evasion. The law refers to intent to 
occupy, and an evasion would have to be considered as such. 

Mr. Marsuauu. Well, perhaps I didn’t make sufficient inquiry, but 
my opinion was that—I inferred from what I was told and my opinion 
was that if the Veterans’ Administration wished to prevent immediate 
resale, they would make a regulation to that effect and thus avoid all 
this trouble we are having now. 

Mr. Weaver. Who told you that, Mr. Marshall ? 

Mr. Marsuau. I said it was my opinion that if they wished to pre- 
vent such a resale they would make such a regulation. And of course 
they might be sympathetic with a veteran who got into such a position 
that he was forced to sell, but even in that case I assume they could 
have had a provision that if a veteran wanted to sell in a certain length 
of time he would have to present his case and obtain permission to 
sell. And since there was no rule against immediate resale, neither 
against it nor requiring any sort of permission or procedure, I assumed 
that I wasn’t violating any rule. 

Mr. Epmonpson. Did you give any thought to the spirit of the law, 
which was to make it possible for veterans to acquire homes? 

Mr. Marsuauyi. Well, I do believe that I perhaps did feel that I 
Was gaining an advantage there, but on the other hand, it was probably 
the only advantage I had ever gained from my veterans’ rights. I 
had done nothing else to cause the Government any expense, and . 
concluded that if I wasn’t in violation of the letter of the law, I w 
on safe ground in proceeding that way. 

Mr. Epmonpson. Then it was clearly understood from the start by 
both you and Mr. Hickey that you would never occupy the premises as 
a home ? 

Mr. Marsuatyi. Not unless I wished to. Being in the real-estate 
business, he had talked to me at other times about whether I would 
be interested in buying a home, in the way every salesman pushes his 
wares. 

Mr. Epmonpson. Well, was it understood at the time the deal was 
made that it was going to be offered for sale immediately to anyone 
else ? 

Mr. Marsuauv. No, I don’t know about its being offered for sale to 
anyone else. It was simply understood that I could dispose of it if 
I wished to. 

Mr. Epmonpson. That you could sell it if you wanted to. 

Mr. Marsuaui. That he would purchase it or that he had a buyer 
for it. 

ur afr. Weaver. What did Mr. Hickey tell you he would pay you for 
this? 
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Mr. Marsan. For my purchase ? 

Mr. Weaver. Yes. 

Mr. MarsHauu. $400. 

Mr. Epmonpson. Did he pay you the $400 / 

Mr. Marsuatu. Yes. 

Mr. Epmonpson. In cash or by check ¢ 

Mr. MarsHatu. By check. 

Mr. Epmonpson. Were you aware that someone else, named Pack, 
Roy Pack, was already occupying your house in September 1952, 3 
months before your loan commitment was closed on this property / 

Mr. Marsuaty. No, I wasn’t. 

Mr. Epmonpson. Did you ever see the property that you had 
bought ? 

Mr. MarsHauu. No. 

Mr. EpmMonpson. You never even looked at it / 

Mr. Marsuatn. No. 

Mr. Epmonpson. So there wasn’t, on your part, even a contingent 
possibility of occupying as a home the house that you had never seen, 
was there? 

Mr. Marsuautu. No. As I say, when I went through the deal it was 
my intention to sell it. The preliminary conversation was that if I 
were interested in a home I could proceed along those lines, in which 

‘ase I would naturally have looked at that property. 

Srarr Direcror. We would like the get the record straight as to 
who made the first contact on this transaction, 

Mr. Epmonpson, I think he has already testified that Mr. Hickey 
spoke to him in the locker room. 

Srarr Drirecror. Is that perfectly clear, that Mr. Hickey ap- 
proached you? 

Mr. Marswatt. I believe it is. . 

Srarr Direcror. Did you sign any blank deeds or blank papers in 
the transaction ? 

Mr. Marsuatn. I don’t recall signing any blank papers, no. 

Srarr Director. Well, the deed that conveyed the property from 
you and your wife to Mr. Hickey and his wife, dated February 27, 
1953, cites consideration of less than $100. Did you see that statement ? 

Mr. Marsuaty. I have heard that testimony in regard to other 
people here, and I don’t recall signing anything about a consideration 
of less than $100. I thought that something to the effect of $100 and 
other items of value, or something like that—if that is the w ay it 
reads, and I signed it, I won't deny it. But my recollection was that 
it did not say that. Because I don’t recall signing any paper that was 
contrary to fact. 

Srarr Director. If it does make reference to consideration of less 
than $100, that is not an accurate statement, is it, since the considera- 
tion, as you have mentioned, was $400 ? 

Mr. Marsnatu. Is that the paper that is signed relative to the 
transfer of the house ? : 

Starr Director. This is a quote from the deed. The deed recites 
“consideration of less than $100. No revenue stamps needed.” 

Mr. MarsHaAry. And I signed the paper, in which I said I was re- 
ceiving less than $100 for the transfer of the house; is that correct / 

Starr Drrecror. That seems to be the case; since you just testified 
that you did receive $400. 
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Mr. Marsnay. I reecived $400. But what does this paper refer to? 
That is what I am trying to find out. 

Srarr Director. What do you mean, “What does it refer to?” It 
is the deed conveying the property from you and your wife to Mr. 
Hickey and his wife. 

Mr. Marsuati. And I am stating that for receiving less than $100, 
I am transferring the house? 

Srarr Drirecror. The deed indicates that the consideration is less 
than $100. 

Mr. Weaver. You stated, did you not, previously, that you did not 
sign anything in blank? 

Mr. Marsnaty. I don’t recall ever signing anything in blank. 

Mr. Epmonpson. Apparently there is no need for revenue stamps 
for less than $100. 

Mr. Marsnaty. That is right. 

Mr. Epmonpson. Where revenue stamps would have to be attached 
for more than $100; if I understand the situation correctly. 

Mr. Marsnauy. Well, I have no recollection of any reference to 
any $100 or revenue stamps. On that, I simply don’t recall it. 

Mr. EpMonpson. You stated that you don’t recall ever having signed 
any paper that contained any false statement of fact. And yet the 
application for home-loan guaranty, under the heading “Purpose, 
Amount, Terms, and Secur ity for Proposed Loan,” contains the 
language: 

Purpose of loan: Such as to purchase, construct, repair, alter, or improve 
residential property to be owned and occupied by veteran. 

Now, that purpose had to be stated—one of those purposes had to be 
stated—in the application that you signed for this loan. 

Mr. Marsnauy. Well, if I signed such a paper, I won’t deny it, but 
I do not recall signing anything to that effect, because there I would 
have noticed that there was a discrepancy y in my notion of the trans- 
action. My notion was that it was simply for the purchase of a home, 
and that there was no specification as to the use of it. 

Mr. Epmonpson. Do you presently own your home, Mr. Marshall? 
Mr. Marswatu. No, I don’t. 

Mr. EpmMonpson. Are you married? Do you have a family ? 

Mr. Marsnaty. Yes. Just a wife. 

Mr. Epmonpson. Our records indicated that you were not married 
at the time this transaction was closed. Is that wrong? 

Mr. Marswauu. I have been married for 13 years. 

Mr. Epmonpson. So our records are not correct on that point, then. 
Well, 13 years? I just wondered. This was in the fall of 1952, 
which would have been 13 years ago? 

Mr. Marsuatu. Three years ago. Isn’t there a statute of limita- 
tions that will run out on 13 years? 

Mr. Epmonpson. On marriage? TI have heard there is a statute 
of limitations on marriage in this vicinity, but I couldn’t confirm it. 
Mr. Marsnwatu. It is definitely less than 13 years. 

Mr. Epmonpson. No further questions. Thank you, Mr. Marshall. 
We will take about a 5-minute recess at this time. 

(Short recess. ) 

Mr. Epmonpson. The subcommittee will come to order. 

Mr. LaMar? Mr. Sedgwick LaMar? 
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Mr. Hamitton. Mr. Chairman, Mr. Sedgwick LaMar is the assistant 
manager of the real estate loan department, and Mr. Bugbee and 
myself are here representing the loan department of the Citizens 
Bank. 
Mr. Epmonpnson. Will you gentlemen come forward, please? 
Srarr Director. Do you swear that the testimony you are about to 
give in these proceeding will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Haaaron. I do. 

Mr. Bueser. I do. 

Mr. Epmonstron. Will each of you first give your full name and 
address ¢ 


TESTIMONY OF ROBERT H. HAMILTON, CITIZENS NATIONAL TRUST 
& SAVINGS BANK, LOS ANGELES, CALIF., AND SPENCER W. 
BUGBEE, VICE PRESIDENT, CITIZENS BANK, LOS ANGELES, CALIF. 


Mr. Bueser. Spencer W. Bugbee, vice president of the Citizens 
Bank, 736 South Hill Street, and my home address is 1909 Bay View 
Drive, Hermosa Beach, in California. 

Mr. Hammron. And my name is Robert H. Hamilton, Citizens 
National Trust & Savings Bank, 457 South Spring, Los Angeles, and 
my home address is 170 East Longden Avenue, in Arcadia. 

‘Mr. Epmonpson. And what is your position with the bank, Mr. 
Hamilton ¢ 

Mr. Hamitron. Junior vice president. 

Mr. Epmonpson. You gentlemen have heard the testimony here 
concerning a number of transactions in which your bank has been 
the lender, and we are interested primarily in what the bank’s knowl- 
edge was concerning the actual facts of those loans, with particular 
emphasis upon whether or not the bank had any knowledge of the 
fact that in several of these loans there was no intent whatsoever on 
the part of the veteran to occupy the home at the time of the loan’s 
closing. 

Now, we can become specific on that as to particular loans if 
would be helpful to you. 

Mr. Hamixton. It would be helpful. And, Mr. Chairman, may I 
point out at this moment that there are two groups of loans involved 
in the testimony, one group of which seems predominant. That is 
where the Citizens National Trust & Savings Bank were loan serv icing 
agents for J. Hartley Taylor, Inc., who qualified with the Veterans’ 
Administration as the lenders and made the lo: ans. And then the other 
type of loan, where we were the lender and of course serviced our 
own loans. 

So we would have to differentiate. 

Mr. Epmonpson. If our records are correct, in the Reseda loans, 
tract 1693, 129 units, the lender was your bank; was that correct? 
Mr. Hamutron. We were involved in three groups of loans in the 
Reseda tract. The first two groups, the bank made the loans direct. 
The third group, J. Hartley Taylor, Inc. made the loans direct. We 
merely prepared the papers and serviced them for them. 

Mr. EpmMonpson. Suppose we start with the Mako loan, the Gene 
Mako loan. That is the loan at 18139 Saticoy Street in Reseda, in 
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which the loan commitment was made December 26, 1950. Our 
records don’t indicate that Mr. Mako, who was the veteran and the 
borrower, was ever an occupant of that particular piece of property. 

Mr. Hamiutron. In no instance, either as lender or as servicing agent, 
did the Citizens National Trust & Savings Bank ever make a loan 
of any type guaranteed by the Veterans’ Administration where the 
veteran did not sign an application. 

If it was a bank loan certifying that he was going to use it as his 
home, and if we were a servicing agent, we never had the knowledge 
that he was not going to use it as his home, or we would not have 
handled it. 

Mr. Epmonpson. I am quite sure that he had to sign the application 
in order to get the VA commitment in connection with the loan. 

Mr. Hamiutron. Mr. Chairman, on the bank loans, we have our own 
application, which once again makes him answer that question. 

Mr. Epmonpson. Oh, I see. Do you have a copy of that? Was it 
your application, or the VA application, that was used in the Mako 
loan ? 

Mr. Haminron. This Mako loan is a loan where the Citizens Na- 
tional Be ink of Los Angeles was the lender. 

Mr. Buaser. Incidentally, I think it is the only one—we have been 
watching—that was discussed here today where we were the direct 
lenders. The others were all the other case. 

Starr Direcror. You were servicers, you think, in the other in- 
stances / 

Mr. Bueser. Yes. 

Mr. Haminron. Our application is a two-page application. Up in 
here somewhere it asks if he was going to use it as his own home. 


Is property to be used by applicant as his own home? 


Mr. EpmMonpson. Now, very obviously, these answers are filled in by 
someone other than the applicant, because the handwriting seems very 
different. 

Mr. Hamiuron. That is customary. 

Mr. Epmonpson. You ask him the question, and he answers the 
question, and you fill it in? 

Mr. Hamivron. In a case like this, Mr. Chairman, the sales agent 
will make out an application such as this in its entirety, and under the 
policy of the Citizens National Bank our loan officers in our branches, 
or our head office, must interview the applicant in person.- So the 
application and any other pertinent papers go into the branch, and 
the applicants must make an appointment to be interviewed. And 
you will see there is a place here. This is Mr. Lindstrom, who at that 
time was a junior vice president and is now a vice president of the 
bank, and here is his interview statement. 

Mr. Weaver. Is that notarized? 

Mr. Hamixron. No, sir; just an application to get the application 
in the file. 

Srarr Drrecror. It says: 


I certify to the above statement. 


py 
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Mr. Epmonpson. In this instance, it states that the applicant shows 
a residence valued at $23,000, which is encumbered in the amount of 
$2,800. 

Applicant is contemplating selling this property and will live in the property 
they are now purchasing. 

Mr. Hamitron. That is what we were told. 

Srarr Director. That they were going to sell a $23,000 house with 
practically no encumbrance and move into this $11,000 house / 

Mr. Hamixron. That is not uncommon. 

Mr. Bveser. That is for our credit information; as to getting the 
money to handle this deal. 

Mr. Epmonpson. Now, you had no information from any person 
interested in this Mako transaction, no information from any person 
dealing with it, that Mako was not going to occupy the property / 

Mr. Bueper. No, Mr. Chairman. “T reiterate that the Citizens Bank 
is very strict on occupancy, to the point where we very seldom make 
a loan to a single person, unless we know they are in the process of 
marriage or know they have a father or mother along in years to take 
care of. Weturn a great many loans down to single borrowers on that 
ground. And in this case I might state that after Gene Mako owned 
the property were were then informed that a Mr. and Mrs. Cole owned 
the property. That was on August 31, 1951. 

And es on September 20, 1954, a Mr. and Mrs. George Stock- 
-k-d-a-]-e—became the owners of the property, and then, 
on Dickoher 99. 1954, a Mr. and Mrs. Seale became the owners of the 
property. 

Mr. Epmonpson. All right, sir. 

Mr. Hamitron. And we had no reason to believe that this property 
was not bought for Mr. Gene Mako’s home. 

Mr. Bueprr. In fact, we sent our notices to him at that address, 
until we had knowledge of a new owner. 

Mr. Epmonpson. Did you have any further questions on that loan, 
Mr. Weaver? 

Mr. Weaver. I was just going to ask Mr. Hamilton about any dis- 
cussions he had with Mr. Hie key, or that the bank had with him, as to 
his dealings with the bank in any connection. 

Mr. Hamitron. No, sir; we did not. 

Mr. Weaver. In other words, he was sending you a lot of business, 
and he must have visited you at times. 

Mr. Hamiuron. We were dealing with J. Hartley Taylor, Inc., and 
Mr. Lee Spates, the sales manager of that corporation. He brought 
Mr. James Hickey in to us and introduced him to us as the sales agent. 
He wasn’t, in the true sense of the word, bringing us a lot of business. 
He was handling the sales agency for tracts of houses that we had 
preagreed to make the loans on to eligible veterans. And we had no 
reason whatsoever to favor Mr. Hickey one way or the other. 

Mr. Epmonpson. Mr. Hickey, what do your records show in the 
matter of downpayment on the Mako joan / 

Mr. Hamitron. This was a loan request of $9,174 on a sales price 
of $9,174, total sales price. 

Mr. Epmwonpson. So there was no downpayment involved in that 
particular Joan ? 

Mr. Hamtrron. No downpayment. That is correct. 
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Mr. Epmonpson. Let’s move on, then, to the Rohnert loan. 

Mr. Buesrr. Might I ask the address? 

Mr. Epmonpson. That is 17909 Saticoy Street in Reseda. 

Mr. Hamitron. That is a loan that we serviced for J. Hartley 
Taylor, Inc. And on April 3, 1953, we purchased that loan. 

Mr. Epmonpson. Does that record contain a VA application for 
the loan ¢ or your own form of application for the loan ¢ 

Mr. Hamiron. Mr. Chairman, after having serviced two tracts 
for our own portfolio with Mr. Hickey as the s ales manager, we then 
were asked to finance the third tract." But at that time the finance ing 
of the third tract did not meet with the downpayment requirements 
and the length of loan requirements that we were requesting, and so 
therefore we ony take on the tract as lender. And then it was 
decided that J. Hartley Taylor, Inc., would qualify as a lender, and 
we would service them. And the loan application was taken on the 
same form that the Citizens National Bank used. We supplied Mr. 
Hickey and Mr. Spates with a supply of our forms, and they crossed 
out the Citizens National Bank of Los Angeles and inserted J. Hart- 
ley Taylor, Ine. 

In these applications, they usually had the applicant sign the appli- 
cation, but not always. In this instance, Mr. Rohnert, Harry L. 
Rohnert, did sign the application, the usual Citizens Bank application. 

Mr. Epmonpson. Mr. Rohnert, rather than the veteran, Lucille 
Rohnert, signed the application 4 

Mr. Hamunron. Harry F. Rohnert signed the application. 

Mr. Epmonpson. Do you have a signature or an application from 
the veteran, Lucille Rohnert, who was the actual borrower? 

Mr. Weaver. They had previously bought their home under his GI 
bill. That might be the case there, Mr. C ‘hairman. 

Mr. HAMILTON. This was memorandum information, Mr. Chair- 
man, coming to us as servicing agent, and we had no control over how 
they asked the applicant to sign the application. And I notice in 
1 or 2 instances the application wasn’t signed. 

Mr. Weaver. Could we look over the applic ation ? 

Mr. Hamiutron. Yes. You will find, Mr. Chairman, that the VA 
applications are properly signed. 

Mr. Epmonpson. This application was actually in the statement of 
Mr. Rohnert, but it was stated that the wife was using her certificate. 

Mr. Hamirron. Well, insofar as borrowers are concerned, Mr. Chair- 
man, both the husband and the wife are our borrowers. That is the 
way we look at it. 

Mr. Epmonpson. What does that show in the matter of downpay- 
ment! 

Mr. Hamivron. This was a loan request of $9,290 on a price of 
$9,885, which was the VA appraisal. 

Mr. Epmonpson. What does it show as to payment of the down- 
payment, there / 

Mr. Haminron. Well, the loan file, Mr. Chairman, would not indi- 
cate, would not have any indication on a downpayment. That would 
be handled in the Escrow Department, and the escrow file would 
disclose. 

Mr. Eomonpson. Then you would have nowhere in that file that you 
would indicate who made the downpayment on that loan? 
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Mr. Hamiiron. No, sir; there would not be. Well, if I look 
through, I might possibly find some indication. I haven’t looked 
through. Ordinarily it is not in here. 

Mr. Epmonpson. Well, you will recall that this is the case in which 
the witness initially stated that she made it, and later stated that Mr. 
Hicked made it, and we are just trying to get at the facts as to who 
actually did make the downpayment. 

Mr. Hamitron. I remember that, Mr. Chairman, and the only way 
to verify who made that payment would be to go to the escrow 
file at the Van Nuys office of our bank and look up the copy of the 
receipt they issued, follow through the ABA number of the check 
to see whose check it was. 

As I say, 1 didn’t want to say it was in here. I would have to look 
through. Ordinarily, we do not have that type of receipt in a loan 
file. 

You, Mr. Chairman, are familiar with the form that at that par- 
ticular time the Veterans’ Administration was requiring with refer- 
ence to downpayment. And with your permission, 1 would like to 
read it. It is short. 

It is addressed to the Veterans’ Administration regional office, 
referring to the Lucille Rohnert loan at 17909 Saticoy Street, Reseda. 

Dear Sirs: The undersigned hereby declare that in respect to the cash pay- 
ment required by the Veterans’ Administration to be made in connection with 
the loan described in the accompanying application or report, they have not 
incurred and will not incur, individually or otherwise, any unpaid contractual 
obligation on account of such requirement, except obligations which are fully 
secured by the loan value or cash-surrender value of the life-insurance policy. 

At the time credit restrictions required that particular statement. 

Mr. Epmonpson. By whom is that signed ¢ 

Mr. Hamuuron. That is signed by Lucille Rohnert, R-o-h-n-e-r-t, 
and Harry F. Rohnert. And you will find that each file at that par- 
ticular time was required to have a statement such as this in it. 

Mr. Epmonpson. That is the only information your file contains 
on the question of downpayment ? 

Mr. Hamitton. That should be the only information in this file. 
If you would like me to take the time to go through it, I will. 

Mr. Epmonpson. I would, in the instance of this loan, like to know. 

Mr. Hamiron. All right. 

They are asking specifically who made the downpayment. 

Mr. Epmonpson. We are just asking what your records show on 
the matter of downpayment. 

Mr. Hamivron. The cash from the veteran is $809.25, 

Mr. Epmonpson. It states “cash from veteran” ? 

Mr. Hamirron. That is right - $809.25. But so did the other, where 
you have brought out in testimony that— 

Mr. Epmonpson. I was just interested in whether there was mate- 
riality to the fact that in that particular document it states it is cash 
from the veteran. 

Mr. Hamittron. It would be reasonable for the lender to believe, 
sir, that where a property is selling for more than the loan, the dif- 
ferential would be a cash downpayment by the veteran. So we would 
not question that particular thing. 

Mr. Epmonpson. Do you have many instances in your transactions 
that you have knowledge of, where a veteran comes in and signs an 
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agreement to purchase, and the real-estate agent who is handling the 
transaction comes in and makes his downpayment for him out of his 
pocket ¢ 

Mr. Hamutron. No, sir. That is something that we don’t find in 
Los Angeles. Oc ccasionally the real-estate broker has collected the 
downpayment outside of escrow, and we insist that it be placed in 
escrow, and his check comes into the escrow for the downpayment. 
That is something that must be watched when you are checking some- 
thing like this. 

Mr. Epmonpson. Well, you fill out on each of these loans, I believe, 
a certification of loan disbursement. Isn’t that correct ¢ 

Mr. Hamivron. That is right, sir. 

Mr. Epmonpson. And that certification of loan disbursement, item 
$, on amount of loan, contains an item “cash from veteran.” 

Mr. Hamiuron. That is correct, sir. 

Mr. Epmonpson. Now, that is why to us there is some materiality 
in what you show on the certification of loan disbursement. When 
you show an item as received as cash from the veteran, we are inter- 
ested in knowing whether you have knowledge that the veteran has 
paid that cash. 

Mr. Haminron. I fully appreciate, sir, your question, and the ques- 
tion as coming collectively from your committee, and the reason for it. 

Normally, ‘when a lender makes a loan that is less than the sales 
price of the property, it is reasonable for the lender to assume that 
the buyer and borrower is putting up the difference in cash or in the 
form of a second- trust deed or other collateral that will show in our 
file. If it is cash, it is reasonable to believe that the money is coming 
from the veteran. 

We had no knowledge whatsoever in any of these cases that there 
was anything in the transaction that should cause us to question 
where that cash was coming from. If we loaned $10,000 on a $14,000 
sales price, and the $4,000 is placed in escrow in cash, we believe that 
it is within reason to assume that the borrower—the buyer of the 
property—put that $4,000 in cash in. The only time that he doesn’t 
put it in is where he would pay it outside of escrow, and in a case 
like that, it has been our practice to say, “O. K., now. We want that 
$4,000 in the escrow—in the loan escrow.” 

And then in that case the broker might bring the $4,000 in, in his 
own check, having put it in his broker account, and put it in that es- 
crow. That is because the sales agreement would show us in the be- 
ginning that the broker had collected $4,000 on a Sunday outside of 
escrow. 

Mr. Epmonpson. Well, we particularly—certainly I am not—in- 
tending to infer that there is anything unreasonable in that assump- 
tion from you. All we are seeking i is knowledge as to whether you 
had anything in your files or in your dealings that would justify ‘an- 
other inference than that. 

Mr. Haminton. No, sir. Definitely not. 

Mr. Buerre. We can both testify to the fact that we had no know]- 
edge of anything other than that’ the buyer put the money up; nor 
even any suspicion of it. 

Mr. Epmonpson. When did you first have knowledge that Mr. 
Rohnert and Mrs. Rohnert were not occupying the property ? 
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Mr. Hamiuton. We purchased this on April 3, 1953, and at that time 
we then found out that Mr. Hickey, J. B. Hickey and Leigh Hickey, 
had been new owners, and the property subsequently, on November 
19, 1954, was sold to Mr, and Mrs. E. E. Sullivan. 

The time we found in this particular instance that Mr. Hickey had 
an interest in this particular piece of property was when we asked for 
an offset statement to be signed by the Rohnerts, who we thought were 
the owners and living in the property. And when we required that 
offset. statement, we found then that the Rohnerts did not own the 
property, and Mr. and Mrs. James B. Hickey signed the offset state- 
ment to satisfy us. 

Mr. Epmonpson. Our files indicate that A. N. Delman was living in 
this property in September of 1952. Your loan commitment was 
October 29, 1952. Did you have any knowledge at the time you re- 
ceived that commitment and closed your loan that someone else was 
occupying this property ? 

Mr. Hamivron. No, Mr. Chairman, we did not. And incidentially, 
this is a loan that was made by J. Hartley Taylor, Inc. 

Mr. Epmonpson. But you serviced it and were supposed to deter- 
mine that it was in regular order, I assume, servicing it. 

Mr. Hamittron. Mr. Chairman, you are right there, but I believe 
that you will find that it is not customary, in this area, for a lender to 
go out to the property on the day of recording a loan to check to see 
who was living in the property. 

Mr. Epmonpson. Well, do you make any inspection of the property 
before you make the loan? 

Mr. Haminron. When the loan application is taken, there are two 
appraisals made on a Citizens National Bank loan. The first ap- 
praisal is by the bank itself, to decide whether they want that loan. 
The second appraisal is by the Veterans’ Administration. If we de- 
cide to make the loan, then we will go ahead and spend the veteran’s 
money for the appraisal. 

In the case of the J. Hartley Taylor, Inc., loans, that was a separate 
deal entirely on the outside. We did not put the money up for those 
loans. And J. Hartley Taylor, Inc. may or may not have made an 
inspection. 

Mr. Epmonpson. Well, in this instance, if you had a brand new 
home that a first occupant was negotiating a loan for, and you went out 
to look at it to inspect it and discovered somebody entirely different 
from your loan applicant was living in it and occupying it, you surely 
would have run up a red flag on the transaction. 

Mr. Hamitton. Yes, Mr. Chairman, we would have. But in this 
case we didn’t make a bank appraisal, because J. Hartley Taylor were 
making the loans. And, as I say, after the initial appraisals and the 
loan commitment is made, it is not customary for banking institutions 
in this area to do that. 

Mr. Epmonpson. What did your service consist of, then, for J. Hart- 
ley Taylor? 

Mr. Hamivron. Our servicing consisted of, when the application 
was sent in, interviewing the applicants to see that the applicants were 
the type of applicants financially and otherwise that would qualify. 

This was going into the Veterans’ Administration on a preliminary 
appraisal basis. The rest of the Citizens Bank loans at that time went 

in on an automatic. The VA didn’t know about it until we had made 
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the loan. In this instance we were going in with all the credit in- 
formation available to the Veterans’ “Administration, who passed on 
the credit and passed on the loan. And our servicing was in getting 
all the necessary papers together and the proper applic: ations and quite 
often, of course, calling J. Hartley Taylor, Inc., and telling them that 
we thought this particular man might not qualify, or straightening 
something up in the file that wasn’t quite clear. But it didn’t consist 
of going out to the property and looking at the property on the day 
of recording, because that was contrary to routine practice of the 
lender. 

Mr. Epmonpson. Let’s move on to the Robert L. Kring file, 17958 
Lull Street in Reseda. 
Mr. Bueser. May I just add one statement, gentlemen / 
Mr. Epmonpson. Yes, sir. 
Mr. Buesrre. Our commitments on this tract where we made the 
loans direct were all made before any of these houses were started. 
And when we got the VA final inspection and knew the houses were 
finished, we then processed and went to escrow and consummated the 
transaction. But we didn’t go out there to police it, because it would 
be impossible. A veteran might move in the day the transaction was 
closed, and might move out a week later, and we would have no way 
of having somebody camping on the property there to see who went 
in it, but havi ing satisfied ourselves that the veteran was to occupy it, 
we accepted that, and always do. 
Mr. Epmonpson. Do you have a loan application for Mr. Kring? 
Mr. Hamivron. Mr. and Mrs. Kring bought from J. Hartley Tay- 
lor, Inc. 
Mr. Epmonpson. I don’t believe there was a Mrs. Kring. 
Mr. Haminron. No. Mr Robert L. Kring. That is right. 
Mr. EpMonpson. May I see what your application says! 
Mr. Weaver. This one form here where it is signed by the tract rep- 
resentative—I thought I understood you to say that that was filled out 
in your bank. Is that correct, sir? 
Mr. Buaeser. No; that was one of the loans they made, and we had 
nothing to do with it other than that we sent the commitments 
through and sent the papers to the Veterans’ Administration, until we 
purchased them, some time after they were made. 
Mr. Hamixron. But our officers, sir, interviewed the applicants 
afterward with this form in their hand, and they quickly ran down 
through the answers and verified them and talked to them. 
Mr. Weaver. And that is where they put on the statement and sign 
that ? 
Mr. Hamivron. That is right. 
Mr. Epmonpson. This particular application, for purpose of ob- 
taining a veterans’ real-estate loan, gives every indication, on an ini- 
tial examination, to have been filled out as well as signed by Mr. 
Hickey. 
Mr. Hamitron. That was signed on the face. 
Mr. Epmonpson. I think it also gives indication that he has filled 
out the information. The handwr iting appears to have been his hand- 
writing, in the information on the appli ‘ation. 
Mr. Hamunroy. Mr. Chairman, as I explained before, on the J. 
Hartley tract, the bank did not become involved in it as lender, but 
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merely as servicing agent, and the applications were taken by the 
lender, who delegated that job to his sales es , Mr. Hickey, 
and his associates. And in this particular instance I don’t know Mr. 
Hickey’s handwriting, but if this is Mr. Hickey’s handwriting—it 
quite possibly would be his handwriting or one of his brokers, or 
quite possibly if the applicant had time to sit and make it out, the 
applicant would make it out. Mr. Hickey signed every one of them 
as tract representative, I believe you will find. And ‘on the second 
page, which is the end of the complete application, the signature of the 
applicant appears. 

Mr. Epmonpson. Well, I can see no reason, looking at that appli- 
‘ation, why you should have had any cause to be suspicious about it or 
raise any question about it, although you were undoubtedly sitting 
here when Mr. Kring testified he never intended to occupy it as a 
home. 

Mr. Hamiiron. Yes, but Mr. Kring, in this application, where it 
says, “Is this to be occupied as your home?” says “Yes.” 

Mr. Epsonpson. I think on the page you are referring to, Mr. 
Hickey signed that. 

Mr. Haminton. This is a two-page application, Mr. Chairman, 
and the applicant read it and signed both of them at the same time. 
We can’t get them on the one page. It worked out better that way. 

In this application, Mr. Watson, George Watson, who was assist- 
ant manager of the Van Nuys branch at that time, says: 

Subject is a very enterprising young man, lives with mother, and would now 
like to have their own home, as he is going to be here permanently. 

In other words, there was an interview on the part of Mr. Watson, 
and he had no reason to believe there was anything wrong. 

Mr. Weaver. I believe he was going to South America, was he 
not ¢ 

Mr. Epmonpson. I agree on the face of that application that there 
is no reason at all for the bank to raise any question on it. 

Mr. Haminron. Ithink Mr. Victory and his predecessor, Mr. 
Toomey, will tell you that our GI loan program if anything was 
rather conservative in the Citizens Bank. We are stuffy about it at 
times. 

Mr. Epmonpson. We may want to secure copies of those loan ap- 
plications. 

Mr. Hamumron. Yes; our real estate loan department will have 
them available. 

Mr. Epmonpson. With reference to these other loans, that you 
have handled, the Lathrop loan, the William Smith loan, the Lock- 
wood Marshall loan, and the William P. Kay loan, may we assume 
that your files contain substantially the same type information ? 

Mr. Hamitton. With the exception that maybe in 1 or 2 cases where 
J. Hartly Taylor, Jnc., was the lender, you may not find the signature 
of the veteran on the application. 

Mr. Epmonpson. I see. 

Mr. Hamitron. If it came in without the signature, the Citizens 
Bank in that instance would have no particular reason to worry about 
it, because the applicants were interviewed by our assistant manager ; 
they were the servicing agent only; and the 1802 or the 1820—well, 
it would be the 1802, the request for preliminary approval—would be 
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properly signed by the applicant whose name appeared on the dis- 
charge. 

Mr. Weaver. Who in your bank, realizing that you have many 
applicants come in, specifically handled these : ‘applications when they 
came in? 

Mr. Haminton. This is peculiar. I am now at the head office. But 
at the time these loans were made, I was manager of the real estate 
loan department under Mr. Bugbee, the vice president in charge of 
real estate loan operations. 

Mr. Weaver. How many other people did you have in that depart- 
ment that would take care of these ? 

Mr. Hamivron. Mr. C. F. Fusher, assistant manager of the real 
estate loan department, and myself, signed, I believe, all of these 
papers that needed signature on behalf of the bank. And then, sir, 1 
would like to point out that we have a branch, the Van Nuys branch, 
at Van Nuys, Calif., just a few miles from this tract, and as a con- 
venience all of the applications would flow through there and the 
escrow department of the Van Nuys branch handled the escrowing. 
Mr. Bueser. And incidentally, all of the interviews were in that 
branch, not with us. 

Mr. EpmMonpson. Would vour answer be the same in the instance of 
each of these loans, that in no loan did you have any information that 
the veteran did not intend to occupy it as a home on the closing of the 
loan ? 

Mr. Buerrr. That statement is absolutely correct. 

Mr. Chairman, I would like to point out, there, that we have been 
subpenaed to bring a group of files here, some of which are J. Hartley 
Taylor, Inc., loans as purchased by the bank in April of 1953. Others 
are loans that were made direct to the bank. None of the files that I 
have with me, subpenaed, where loans have been made direct to the 
bank, even at this late stage, show Mr. Hickey as the owner. The only 
files that show Mr. Hickey as the owner are the ones that we pur- 
chaser from J. Hartley Taylor, Inc., and insisted on an offset state- 
ment, which disclosed that information. We are still sending out, 
without receiving the mail back, monthly notices to the people to 
whom we made the loans, at the addresses of the property, on these 
loans that the bank made, that were subpenaed. On the others, where 
J. Hartley Taylor 
Mr. Epmonpson. Are payments being made on the loans? 

Mr. Buerrr. Payments are being made. 

Mr. Epmonpson. Who is making the payments? 

Mr. Bucser. The payments are being made through the Van Nuys 
office, coming in to our ¢entral plant. “And we would have no reason 
to worry about who was making the payments. If you send the notice 
out and the payment comes flowing in through the branch, it wouldn't 
concern us who was making them. However, we can naturally go back 
to our payment records and check postal money orders, and so on, to 
find out. 

Mr. Epmonpson. Very obviously in some of these instances Mr. 
Hickey is making the payments and is collecting from some person 
occupying the house under a lease with option to purchase in some 
instances. 

Mr. Bucser. What has come up today, Mr. Chairman, has answered 
a question that we have wondered about from time to time. People 
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would come in and say they wanted to pay their rent. Well, it may be 
that some of these people who say they want to pay the rent are 
actually paying the rent. But we didn’t know it. 

In connection with the Smith papers referred to today, both separa- 
tion and discharge, they were forwarded on to the V eterans’ Admin- 
istration, and they forwarded them back to us. Not knowing where 
the gentleman was, they are still there. 

Mr. Epmonpson. The discharge is in your file? 

Mr. Buesrr. And we would like to have his office, so that we can 
get it to him. 

Mr. Epmonpson. He said he was going to get in touch with the 
bank. 

Mr. Bueser. We sent this out as registered mail. 

Mr. Hamitron. In all of the adjustment letters on fire insurance 
and taxes and all the notices on payments and any correspondence 
that we are mailing out, we are not getting it back. Because if we 
were getting it back, the file would be flagged “wrong address,” andl 
we would be looking for a new address. We are not getting it back. 

Srarr Direcror. It seems to be a rather efficient system out there, 
then, doesn’t it ? 

Mr. Hamitton. Well, it is on the bank loans. On the J. Hartley 
Taylor loans, of course, we are sending them out to James Hickey, 
on the ones that were subpenaed. But before we bought the loans, 
in April of 1953, we were sending them out to the owner on the 
property, that is, ‘the one we thought was the owner on the property, 
and were not getting them back. 

Mr. Epmonpson. Do you have any suggestion as to how Congress 
by legislation, or the VA by regulation, ‘could prevent abuses of this 
law such as we have had some apparent instances presented here 
today, where a veteran is able to obtain a loan for a house that he 
never intends to occupy, and immediately thereafter turn it over to 
someone else, who realizes a large profit out of it, and secures from 
the Government—of course, this gratuity is no longer being paid at 
this time, but in the past a gratuity was secured from the Government. 

Mr. Hamitron. Mr. Chairman, I believe that some serious thinking 
could be done by the loan guaranty officer and his assistants and the 
operating officers of banks and lending institutions in the area, and 
they could come up with a fairly good working recommendation to 
your committee. 

I wouldn’t like to make snap judgment today, because this is a 
rather complicated, burdensome law to begin with. And if you put 
on many more requirements, you are going to require out of the pro- 
gram some of the lenders who are now participating and helping 
it work. 

Mr. EpMonpson. We have no desire to do that. 

Mr. Hamivron. No, I know that. And my suggestion may be, if 
I may make one—— 

Mr. Epmonpson. We want one. 

Mr. Hamitron. That you follow along the lines of getting the loan 
guaranty officers and the loan lenders to sit down with the represent: i- 
tives of banks and loan companies and others and figure this problem, 
and come up with something. 

Naturally, one of the things could be a definite requirement in the 
regulations that the veteran must live in the property such and such 
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a length of time and that the lender would have to certify to that. 
That is another burden that I don’t want to recommend. There must 
be some other way of doing it. 

Srarr Direcror. We have had the suggestion, and we haven’t ex- 
plored it very carefully yet, that it possibly would be helpful at the 
time of closing, the actual time of closing—you have heard us re- 
ferring to the : application. There seems to be some requirement that 
an intent be stated at the time the application for the loan is made. 
But we come down to the actual fact of closing the loan and the 
veteran committing himself to the loan. Do you think it would be 
helpful if at that time the veteran was required to sign another posi- 
tive certification at that point that he is now closing the loan; that 
he does have every intention of occupying the house, with some detail, 
perhaps, as to the nature of his intent ! We only now have spec ifically 
somewhere earlier in the application an expression of intent. It seems 
that that ought to be repeated at the time he really commits himself 
to the loan. 

Mr. Haminron. Yes, sir. But it is like a ripple in the ocean. It 
keeps going on and on. Then you have another 30-day period, or a 
per iod that. m: ty be extended by the grace of the top loan adminis- 
trator, from the date of recording to the date that you must get your 
final papers in in order to get your loan guaranty. In that period you 
have got another period. In other words, the bank 30 days later may 
be making up these papers and signing their share of it. And at that 
time 30 days has elapsed, and they would be sitting there worying 
and wondering whether the man had moved out in that 30 days. 
Srarr Drrecror. I was refer ring to the purchaser being required 
to sign a very positive type certification at the hour of closing. When 
he is down at the loan closing, signs the pertinent papers, and commits 
himself to the loan. 

Mr. Hamivron. And once again anys he is going to occupy. He 
wouldn't be in there yet. It would be 2 or 3 weeks yet, maybe, before 
he would get his furniture out from the East or some other part of 
the county. 

Srarr Direcror. But we have had the experience on this, that this 
application is sometimes several months before the house is ready, 
and it is rather easy to have a change in circumstances that would make 
this rather difficult to interpret. That has been one suggestion that 
has been offered. 

Mr. Haminron. Occupancy would have to be interpreted. It would 
take an attorney to say what is occupancy. 

Mr. Epmonpson. Can we leave it with this? We will certainly 
appreciate any suggestions, if there is something that we can do along 
that line. 

Mr. Hamixron. I know this: that Mr. Bugbee—let him speak for 
himself, because he wants to—and myself would certainly take the 
time to sit, if we were asked to do so, with the top offici als of this 
district. And we have been asked to do so from time to time. We 
have had the utmost cooperation. And maybe something could be 
suggested and worked out by lenders who know even more about it 
than Mr. Bugbee and myself. 

You have an idea, Mr. Bugbee? 

Mr. Bueserer. I just have an idea through publicity, maybe through 
the American Legion and possibly articles through the newspaper, 
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with a headline that would cause the veteran to read them—not just 
some technical article in there, but something that would cause him 
to read and bring it to him forcibly, because some of these people that 
testified today 1 think will have to have it brought to them pretty 
forcibly to make them realize what they are doing. Some of them 
today in their testimony didn’t seem to be worried at all that they 
were still liable on these loans. I can’t understand it. I think pub- 
licity would help a lot. 

Mr. Epmonpson. I want to express my own appreciation of your 
bank for making GI loans. Because we know that many banks don’t 
make them. And I think that a bank that does make them is a bank 
that has the interest of the community at heart when it does. And I 
want to express my personal appreciation and commendation to the 
Citizens Bank for being civic-minded enough and concerned enough 
about homeownership in 1 the community to make loans which undoubt- 
edly are more tedious and more burdensome in many particulars than 
your more profitable loans at higher interest rates. And I really 
feel that way. 

Mr. Bueser. I want to personally thank you for making that 
statement, and just add to that that we have not only tried to live 
up to the law legally, but to live up to the spirit of it. And in every 
single case our instructions are—w te some branch managers failed 
at some time, or not, I don’t know; I can’t say—but our instructions 
are that every GI is to be interviewed and we are to have a recom- 
mendation from the officer interviewing that man as to whether or 
not he is the type of man we think we should help and whether every- 
thing is on the up and up. 

Mr. Epmonpson. Do you have any further statement you would 
care to make, Mr. Weaver, or question of these witnesses ¢ 

Mr. Weaver. No, I don’t believe so. 

Mr. Epmonpson. Thank you, gentlemen. 

Mr. Hamiuron. Thank you, Mr. Chairman. 

Mr. Epmonpson. I understand we have some of the VA people, Mr. 
Wilkens and several others, and I know the committee would ap- 
preciate any recommendations proceeding from a conference with 
lenders, and, I might add, builders and real-estate people as well, on 
the subject of how loopholes can be closed in this law, and closed 
without initiating so much redtape that it will slow down the program. 

Mr. Hamirtron. Are we to stand by, or are we excused, Mr. 
Chairman ¢ 

Mr. Epmonpson. You are excused. 

Mr. Hamiuron. Thank you. 

Mr. Epmonpson. Mr. James Otto Davis, Jr. 

The records of the committee show that Mr. Davis was personally 
delivered a true copy of a subpena to appear before this committee, 
and that this subpena was served on him on August 31, 1955, at 125 
North Highland Avenue, Hollywood, Calif., by Mr. Albert J. Wurber. 

Incidentally, I want at this time to express the appreciation of the 
committee to the Veterans’ Administration, to the personnel at the 
Veterans’ Administration, who have cooperated completely in this 
matter and who have even gone to the trouble of making service of 
subpenas for the committee. We deeply appreciate that cooperation 
from the VA. 
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Mr. Wirxen. (Arnold A. Wilken, loan guaranty officer, Veterans’ 
Administration, Los Angeles regional office). Thank you. 

Mr. Epmonpson. We will recess until 5 o’clock. 

(Short. recess. ) 

Mr. Epmonpson. The committee will be in order. 

I think we will ask that this witness be sworn. 

Srarr Direcror. Mr. Baker, do you syear that the testimony you 
are about to give will be the truth, the whole truth, and nothing but 
the truth, so help you God ? 

Mr. Baxer. I do. 

Starr Direcror. Will you state your address here in Los Angeles 
and your title. 

Mr. Epmonpson. And your full name. 


TESTIMONY OF HOWELL F. BAKER, SUPERVISING INVESTIGATOR, 
OFFICE OF INVESTIGATIONS, GENERAL ACCOUNTING OFFICE, 
LOS ANGELES, CALIF. 


Mr. Baker. Howell F. Baker, supervising investigator, Office of 
Investigations, General Accounting Office, United States Courthouse 
and Post Office Building, Los Angeles. 

Srarr Drrecror. Mr. Baker, the committee will be interested in 
hearing from you a summary of your investigative activities in the 
Los Angeles area concerning the problem of alleged sales or illegal 
use or quick transfers of title in dhs veterans program. I believe it 
would be sufficient if you can treat this subject in a summary way and 
tell us the nature of your survey and generally what you found. 

Mr. Baker. We made a survey just as a spot check of the loans that 
have been made for 25 months by the Los Angeles regional office of 
the Veterans’ Administration in Los Angeles C ‘ounty. 

Srarr Drrecror. Excuse me. Your investigation or spot check en- 
compassed only Los Angeles County ? 

Mr. Baxer. Just Los Angeles County. And the 25 months covered 
the period from January 1, 1953, to February 1, 1955. 

And due to the large number of loans that have been made in Los 
Angeles County, we only did about a 10-percent spot check. The total 
number of loans that we covered in the check were 3,618. 

Srarr Drrecror. Excuse me, Mr. Baker. Then on the basis of 10 
percent, you actually checked 3,618 loans? 

Mr. Baker. That was 10 percent. Multiply that by 10 to get the 
100 percent. That would be about the number of loans that were 
made during that period. 

In order to speed it up as fast as possible, we just tried to determine 
whether the veterans actually moved into these houses, or whether they 
were occupied by somebody else. And to do that, we got the utility 
companies to let us check their records to find out just in whose name 
the utilities had been signed up for. And using that as a basis, we 
found that out of the 3,618 cases there were 230 reportable cases which 
looked like there was possible misuse of the veterans’ entitlement. I 
don’t know how many tracts were involved in the 3.618 cases, but in 
the 230 reportable cases we found that there were 140 tracts involved. 

Of these tracts, some of them had quite a few cases in them, but 
they were large tracts. so the percentage seemed to go pretty even all 
the way through the whole 140 tracts that we checked. 
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Srarr Direcror. What was that percentage, and what would be the 
projections, Mr. Baker ? 

Mr. Baxer. Well, the projection of 230 reportable cases, of 3,618 
cases, is 6.36 percent. We found that there was possible misuse there 
of veterans’ entitlement. And if you wanted to project that all the 
way over the total number of loans that have been made in Los An- 
geles regional office, it would come to quite a few. 

Srarr Director. Well, it would come to more than 2,000 in the last 
25 months covered by your survey, wouldn't it—2,000, on which there 
was some question / 

Mr. Baker. Yes, it would. I mean, we only checked 10 percent, and 
multiplying that by 10 it would be over 2,000 in that particular period. 

Srarr Director. In Los Angeles County alone. 

Mr. Baker. In Los Angeles C ounty alone, yes. 

Mr. Epmonpson. Do you have any further comment to make? Did 
your investigation extend beyond determining that there was a very 
rapid change of occupancy on these cases / 

Mr. Baker. Well, the biggest category was in the number of cases 
where the veteran never did move into the home. 

Mr. Epwonpson. And what percentage of the loans showed that / 

Mr. Baker. Well, it was 163 out of the 230. I believe maybe some- 
place here I’ve got the percentage figure. I didn’t work it out myself. 

Mr. Epmonpson. Projecting that, then, you would have a situation 
in which there were more than 1.600 loans in the past 25 months in Los 

Angeles County, wherein the Government made the loan guaranty. 
That is in the period January 1, 1953, to February 1, 1955. 

Mr. Baker. That is right. 

Mr. Epmonpson. There were more than 1,600 loans in which the 
veteran never occupied the house at any time. 
Mr. Baker. Atany time. That is right. 

Srarr Dirrcror. You have heard this testimony here today, Mr. 
Baker. I think there were 2 or 3 cases discussed where the non- 
veteran who obtained the benefits of the veteran financially actually 
got into the house a substantial period of time, sometimes running into 
several weeks or several months, before the VA loan was committed. 
Did you find that to be the case in these loans that you were checking ? 

Mr. Baxer. We found it in both the case of the nonveterans and 
the veterans. They were allowed to go into the houses before the 
loans were completed or committed. 

Srarr Drrecror. But of course there is much more significance in 
the case of the nonveteran. It would indicate that the developer or 
salesman, or whoever might be perpetrating the arrangement, is plac- 
ing a nonveteran in the house and shops around to find a veteran 
to use for closing the loans, would it not ? 

Mr. Baker. It certainly looks possible ; yes, sir. 

Mr. Epmonpson. Well, I think on the basis of your findings here in 
Los Angeles County—and I want to emphasize at this point that the 
pattern “here is by no means unique—we have found in communities 
where there has been considerable expansion and very large housing 
activity there has been increasing evidence that there has been abuse 
of the GI loan program and misuse of the certificates of entitlement. 

And I don’t think it is exaggeration to say that the committee’s sta- 
tistics on this already indicate very definitely that millions of dollars 
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have been paid out by the Federal Government in gratuities on loans 
where the veteran never oc ccupied it as a home, and very probably 
where there was never an intention by the veteran to occupy it as 
a home. 

Mr. Baker. Isn’t that gratuity about $200? 

Srarr Direcror. Maximum $160, and it averages very close to $160 
in every instance. 

Mr. Epmonpson. When was the gratuity terminated? It is no 
longer being paid. 

Starr Director. About 2 years ago. But of course all those paid 
prior to the discontinuance would involve the situation stated by the 
chairman. 

Now, further, commenting on the situation in some of these cases 
that are further along than some you have developed, Mr. Baker, 
you have two elements present. One is the element of the veteran 
making a false statement to the Federal Government, and the per- 
son who may have been in the transaction with him inducing him to 
make a false statement, and therefore you have a crime against the 
Federal Government. 

Mr. Epmonpson. I don’t think any member of this committee would 
want for 1 minute to create the impression that these problems which 
we are encountering in the GI loan program make the entire program 
suspect, because I ‘think the record clearly shows that the vast ma- 
jority of loans undoubtedly have been bona fide loans that have pro- 
vided homes for veterans, and the loss to the Government on defaults 
and foreclosures is below one-half of 1 percent on all of these loans. 

But where we do find gates that have been left ajar, where we do 
find abuses of the program, it is the intention of this committee to 
investigate them and to present the facts to Congress and to the 
Veterans’ Administration, with the aim of closing those doors and of 
stopping those abuses wherever it is possible. And we appreciate 
the cooperation of the General Accounting Office in making this in- 

vestigation and supplying this information to us. You have done a 
good job. 

Mr. Baxer. Thank you. 

Mr. Epmonpson. I think that there is no doubt, either, on the basis 
of your showing here and on the basis of the information received 
involving other developers, other builders in other developments, 
other real-estate people, that further investigation will be continued 
in this area. And I want to repeat the admonition that has been 
made in the course of this hearing several times to the veterans in this 
picture. Veterans who sell their entitlement under certain circum- 
stances where they never have a bona fide intention to occupy a home 
as a residence to live in it are subjecting themselves to the possibility 
not only of prosecution but also of the forfeiture of all veterans’ 
rights. And I hope that that warning can be made public and made 
known to the veterans of this area, where there are very obviously 
many veterans who are not aware of the hazard that they run when 
they engage in transactions for the purchase of houses with no inten- 
tion of occupying that house as a home and use the benefits of the 
veterans’ loan program in that transaction. I think the veterans who 
do that are not only evading the spirit of the law, they are also doing 
violence to the whole program and endangering the whole program 
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when they undermine the confidence in the program. They are doing 
a disservice to other veterans who need homes and have need of this 
program in order to find a place to live with their families. 

Do you have any comment you would like to make, Mr. Weaver, at 
this time? 

Mr. Weaver. I would just like to say that this program was set up 
for veterans, and veterans should be aware of the benefits that will 
only come to them by their proper carrying out of the methods under 
which it was originally established. And what you have said cer- 
tainly echoes my sentiments in every way. 

Mr. Epmonpson. Thank you, Mr. Baker. I want to repeat our 
appreciation to the Veterans’ Administration for their cooperation 
and assistance in the preliminary stages of this investigation, and in 
the hearings today. 

Is there any person who wishes to make any further statement at 
this time to the committee ? 

If not, the committee stands adjourned. 

(W hereupon, at 5:20 p. m., the hearing was closed.) 
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